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responsibility 


The acceptance of an appointment as an executor and trustee carries 
with it many duties and responsibilities. Many individuals with 

their attorneys and accountants have found it advantageous to discuss 
the complexities of estate and trust management with the officers of 

the Personal Trust Department of The Chase Manhattan Bank. 

Why don’t you talk to the people at Chase Manhattan? 


THE a 
CHASE 
MANHATTAN 
BANK 


CHARTERED IN 1799 
Head Office: New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 








Old Colony Trust Company has been filing so many tax returns for so long 

that its people know all the angles. They study tax structures, keep abreast of 

changes in tax laws and evaluate the effect of such changes on the income and 

property of Old Colony customers. Their experienced counsel helps our cus- 

tomers and their lawyers create more effective and profitable trust arrange- Worthy of 
ments and investment portfolios. . sealed 


Next time you need help with your taxes, 


call on us. We think you will find this tx. COLD COLONY 
consciousness one of the many strong TRUST COMPANY 


points about our service. 


ONE FEDERAL STREET, BOSTON 6, MASSACHUSETTS ¢ Allied with THE First NATIONAL BANK OF BOSTON 
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Morgan Guaranty 
Trust Company 
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Statement of Condition December 31, 1960 








Assets 
Cashandduefrombanks . . . . . $1,200,981,678 
U.S. Government obligations. . . . 450,156,420 
State, municipal and public securities . 185,691,052 
Otlereccutities ......:5-., 15,284,487 
bomme. 2 ws st st st ew ew sh | 6B OR SO 
Customers’ acceptance liability . . . 121,044,961 
Stock of Federal Reserve Bank. . . . 12,750,000 
Investment in subsidiary companies. . 7,520,495 
Bemkpreminss. . 2... 2. w= ws 30,843,722 
og a a ee a 47,768,388 
$4,423,947 ,762 
Liabilities 
Deposits. .....+52.. . . « $3666035,265 
Reserve for expenses andtaxes . . . 54,199,115 
Liability on acceptances . . .. . 123,802,707 
Dividend payable January 16,1961 . . 7,540,000 
Other liabilities . . . . .... 41,057,265 
Capital — 7,540,000 shares 
—$25 par . . . . $188,500,000 
Surplus... . . . 236,500,000 
Undivided profits. . . 126,323,292 
Total capitalfunds. . . .. . 551,323,292 
$4,423,947,762 


Assets carried at $303,926,507 in the above statement are pledged to 
qualify for fiduciary powers, to secure public monies as required by law, 
and for other purposes. Member of the Federal Reserve System and the 
Federal Deposit Insurance Corporation. 


Figures for Paris office are as of November 30, 1960. 


Downtown Offices: 140 Broadway 
23 Wall Street 


Midtown Offices: Fifth Avenue at 44th Street 
Madison Avenue at 60th Street 
40 Rockefeller Plaza 


European Offices: London 
Paris 
Brussels 
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Chairman, Executive Committee 
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Vice Chairman of the Board 
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Assistant to the President 
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President, Standard Oil 
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Cover Picture . . . Modern office buildings 
in the new Penn Center development in 
Philadelphia, as seen in this eastward view, 
contrast strongly with the old City Hall, 
the city’s tallest (547 feet) structure, which 
contains 141% acres of floor space in its 662 
offices and rooms. Demolition of the Penn- 
sylvania Railroad’s Broad St. station and 
the “Chinese Wall,” or elevated tracks giv- 
ing access to it, was the springboard to a 
dynamic program of civic improvements 
sparked by unselfish and non-partisan politi- 
cal and public groups bent on stemming 
Philadelphia’s steady deterioration in land 
values, business climate and transportation 
facilities. The story of what has been ac- 
complished and how it was done appears at 
page 23. Nor is the story one simply of 
isolated circumstances; it is, on the con- 
trary, of vital interest to countless com- 
munities, large and small, in many parts of 
the United States, as shown by the intensive 
programs under way or on the planning 
boards. 


Second class postage paid at New York, N. Y., and Paterson, N. J. 


January 1961 














WILL PAY CASH 
FOR YOUR GOLD COINS 





we will pay the following prices... 


| $36.50 each 
$10 GOLD _.-------- $18.00 each 
$5 GOLD _ _........- $10.00 each 
$3G0LD «$65.00 each 
$2.50 GOLD ——s—<CSsSsSsSSé£$$ 10.00 each 
$1G0LD... = . $12.50 each 


We are also seeking the following: 
$50 GOLD si itt. C$ «650.00 each 
ee $1500.00 each 


PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 





SW, 


123 West 57th Street, New York 18, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 
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we TRUST 
individuals and DEPARTMENT 
corporations. | HEADQUARTERS 
Call upon us Phoenix, 
Arizona 


for any services 
needed in Arizona 
by your clients y 
or customers. 
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ASSETS 


Cash and Due from Banks 

U. S. Government Obligations . 

State, Municipal and Public Securities . 
Other Bonds and Investments 

Loans 

Banking Premises -— iieiiaeaaih 
Customers’ Liability on Acceptances 


Accrued Interest and Accounts Receivable . 


Other Assets . . . . 


Securities carried at $248,175,459.34 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 





At the close of business December 31, 1960 


LIABILITIES 

. $1,052,285,298.78 Capital Stock ($12. par) $101,719,080.00 

569,538,600.42 Surplus 248,280,920.00 
435,890,591.76 Undivided Profits 63,226,397.73 $ 413,226,397.73 
23,583,639.43 Reserve for Contingencies 7,810,928.27 
2,234,440,297.91 Reserves for Taxes, Expenses, etc. . 29,616,983.56 
33,516,900.89 Dividend Payable January 1, 1961 5,509,783.50 
165,556,178.96 Acceptances Outstanding (Net) . 169,451,956.09 
17,740,552.31 Other Liabilities 16,083,507.75 


7,342,853.46 
$4,539,894,913.92 
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THE WORD 'CO-EXISTENCE' WILL BE HEARD 
up and down the corridors of Washington, 
D.C. and in the capitals of many other 
nations in the coming year. We will doubt- 
less be urged to ‘try a little of it' via 
giving a bit here, compromising a bit 
there. Co-existence with an imperialistic 
country, however, would be about as feas- 
ible aS co-existence with a man-eating 
shark. Fine-Sounding words will continue 
to be used aS a smoke-screen for ignoble 
deedS. But we ourselves must disabuse 
others of any fear of interventionist in- 
tentions by respecting their liberties, 
or even internal licenses, and by con- 
trasting Communist conquests — of mind 
and soul as well as body — with our record 
of giving independence to conquered na- 
tions from Cuba to the Phillipines...... 
The idea of co-existence, of course, is 
basically sound if it is honest. But, like 
charity, it must begin at home. Unless 
labor and management bury the hatchet (and 
not in each other), we will be inducing 
acase of economic anemia if not Suicide, 
for we must compete successfully in the 
new Industrial Revolution created by mod- 
ern "machine shops" and skilled labor 
forces in many nations naturally eager to 
undersell us not only in the Six and Seven 
trade empires but here at home. We will 
only lose more ground, politically and 
economically, if we rely on power-politics 
and pressure-group tactics. Here again, 
the place to start is right at home: in 
our bank, company or office. And those 
responsible for appraising corporate man- 
agement will be well advised to do so more 


than ever on its labor attitude and apti- 
tude. 


** *K Kk 


SOME OF THE BEST LAID ESTATE PLANS may 
80 awry when the widow decides to exercise 
her right of election to take against the 
will. The consequences fall into two cate- 
series: the effects of an election upon 


| the remaining provisions of the will, and 
| the tax results with particular reference 


| January 1961 

















to the marital deduction. An analysis of 
these questions, suggestions for drafting 
a will to minimize the problems, and 
guides for the attorney representing the 
widow are offered at p. 13. 

* 2 X 

TRUSTS AND ESTATES' NINTH ANNUAL INVEST- 
MENT symposium sees 1961 as a year of ad- 
justment and recovery from the not-so- 
gclden first year of the new decade. Trust 
investment officers from a cross section 
of the United States look for only moder- 
ate fluctuations from stock prices at the 
1960 year-end. Most favored groups for in- 
vestment are: office equipment and labor- 
Saving machinery, electrical and elec- 
tronic equipment, oils and electric utili- 
ties. (See p. 29.) 

cs aK ae 

OF THE ESTIMATED $260 BILLION TOTAL of 
non-government securities under manage- 
ment of institutional investors, almost 
two-thirds are in the care of trust insti- 
tutions, according to a tabulation pre- 
pared by TRUSTS and ESTATES. (See p. 28.) 
Equity holdings by banks alone in their 
fiduciary capacities are calculated at al- 
most $100 billion, followed by open and 
closed-end investment companies with near- 
ly $15 billion of common stocks on insti- 
tutional portfolios. Another spotlight on 
institutional activity in the equity mar- 
ket is provided by the New York Stock Ex- 
change's 10th Transaction Study, recently 
released, in which non-individual partici- 
pation represented almost one fourth of _. 
total volume in the test week of September 
26th, of which 40% originated with banks 
and trust companies. Open and closed-end 
investment companies accounted for 17.5% 
of the volume. 

a aK * 

DEATH OR DISABILITY OF AN INDIVIDUAL 
ACCOUNTANT raises questions as to the con- 
tinuance or disposition of his practice 
that have been solved in many areas of the 
country by a plan in which fellow practi- 
tioners cooperate. Illustrations of its 
successful operation are outlined at p. 20. 


5) 





WITH UNUSUAL PROMPTNESS THE INTERNAL 
REVENUE SERVICE has finalized its regula- 
tions on the installment payment of estate 
tax where a closely-held business interest 
is a major asset. The proposed rules, pub- 
lished in October and analyzed in T&E's 
December issue (p. 1134), were adopted 
with minor modifications on December 28. 
The IRS also adopted as proposed the 
amendments to regulations under Sec. 6161 
dealing with the related matter of exten- 
Sion of time to pay estate tax. 


sk sk sk 
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BASIC ADVANTAGES AND USES OF KEY MAN IN- 
SURANCE are generally known, but not so 
widely recognized is the broad flexibility 
and adaptability to the needs of busi- 
nesses as they ultimately develop. Citing 
the interest of prospective investors as 
well as creditors in the adequacy of a 
firm's key man coverage, a leading legal- 
insurance expert develops (p. 17) some of 
the ways in which such insurance is ad- 
justable to specific requirements. 

* x ae 

THE TREMENDOUS STAKE WHICH EMPLOYEES 
HAVE in pension plans demands greater 
security of their expectations, in the 
Opinion of the Pension Research Council 
of University of Pennsylvania. A study 





just published (Summarized at p. 8 and 
commented on by pension columnist Hilary 
Seal at p. 54) goes into the several ele- 
ments affecting the degree of assurance 
that the covered workers will actually re. 
ceive the benefits "promised" under the 
plan. 

* * * 

HALF 'PRUDENT', HALF RESTRICTIVE is the 
new English trustee investment bill under 
which those desiring to invest in equities 
must divide the fund, keeping 50% in 
fixed-interest securities. (Three States 
here have a Similar 50% restriction. ) 
Changes in the British white paper do, 
however, bring investment powers closer to 
the American ‘'prudent-man' rule, and are 
a welcome relaxation of the traditional 
arbitrary exclusion of equities from the 
category of ‘legal’ investments...In spite 
of the record and performance of equities 
in American trust portfolio, it is sur- 
prising that nine states still cling to 
the 18th century concept, while seven more 
and the District Columbia allow prudence 
less than a 50% leeway, where the will or 
trust does not specifically authorize 
Stock investment. The presumption of 
Silence should be on the other side: allow 













Engraved by Ballarini from original painting by E. Pagliano. 
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“EXAMINING THE LEGACY.” 


6 





TRUSTS AND ESTATES 


cia 
"qu 
Mar 
jor 
che 
the 
‘le 





ciary .uless specifically denied. (See smaller trust department which is other- 
— "qualisied" Trustee Performance," T&E wise severely limited in judging invest- 
. March ‘50, pe 194.) Surely the great ma- ment factors and recommendation. (cf. T&kE, 
jority of trustors know more about their Aug. 1953, p. 557.) With the liberal pro- 
_ chosen trustee's investment policy than portions of equities which most trusts now 
they do about the detailed statutes on bring in originally or require to balance 
‘legal’ securities. and diversify, good and constant sources 
aK * aK 


of statistical and analytical data are 





e ANOTHER BLOW TO CHARITABLE GIFT PLANS essential to protection of both benefi- 
r involving investments has been dealt by ciaries and trustees. But to act on the 
es the Internal Revenue Service. Following facts requires another type of diversifi- 
closely on the crackdown on Pomona-type cations that of backgrounds which success- 
plans (T&E, Dec., p. 1122), IRS issued ful businessmen can provide. Some very 
Revenue Ruling 60-385 which denies a de- capable retired executives can be found 
duction for the charitable remainder under in most communities who would welcome the 
to @ a trust the income of which is payable to opportunity of "keeping their hand in" by 
the life tenant, where the instrument pro- making recommendation — purely advisory — 
vides that dividends from regulated in- to the trust committee, or "preparing the 
vestment companies representing realized way" for important considerations. 
te capital gains may or shall be treated as Strengthening the investment brains would 
S income and paid to life tenant (p. 50). go far to create the confidence that is 
. ° . often lacking in smaller banks, and the 
THE INVESTMENT ADVISORY COMMITTEE is one confidential nature could be protected by 
re of the most promising means of bringing numbering the accounts or even using hypo- 
varied and practical experience to the thetical situations to protect anonymity. 
r — = 
Chairmen Named for ABA Taxation: Robert L. Woodford, vice 
Trust Division Committees president and trust officer, Delaware 
Ow 
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Four of the chairmen of the Amer- 
ican Bankers Association Trust Divi- 
sion’s 17 committees, named by Presi- 
dent Robert R. Duncan, are new. In the 
following list, they are designated with 
an asterisk, 

Common Trust Fund: Hollis B. Pease, 
vice president, Hanover Bank, New 
York. 

Corporate Trust Activities: Sanford 
L. Smith, vice president, First National 
City Trust Co., New York. 

*Costs and Charges: Bart A. Brown, 
senior vice president Citizens Fidelity 
Bank & Trust Co., Louisville. 

Employees Trusts: Cecil P. Bronston, 
vice president, Continental Illinois Na- 
tional Bank & Trust Co., Chicago. 

*Fiduciary Legislation & Trust Legis- 
lative Council: Frank L. Gibson, vice 
president, Valley National Bank, Phoe- 
nix. 

Handling Businesses in Trusts: J. R. 
Johnson, vice president and senior trust 





Bart A. BROWN FRANK L. GIBSO 
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CARLYSLE A. BETHEL 


B, JAMES THEODOROFF 


officer, Bank of America N.T.&S.A., San 
Francisco. 

Operations for Trust Departments: 
Noel T. Robinson, vice president and 
trust officer, Central National Bank & 
Trust Co., Des Moines. 

*Relations With the Bar: Carlysle A. 
Bethel, vice chairman of the board and 
senior trust officer, Wachovia Bank & 
Trust Co., Winston-Salem. 

Relations With Life Underwriters: 
John M. Zuber, vice president and senior 
trust officer, Republic National Bank, 
Dallas. 

Relations With the Public: Edward 
W. Nippert, vice president and trust 
officer, Fifth Third Union Trust Co.., 
Cincinnati. 

Relations With Supervisory Authori- 
ties: Ralph A. MclIninch, president, 
Merchants National Bank, Manchester, 
N. H. 

Statistics: Robert A. Jones, vice presi- 


dent, Morgan Guaranty Trust Co., New 
York, 


Trust Co., Wilmington. 

Trust Education: Reese H. Harris, 
Jr., executive vice president, Hanover 
Bank, New York. 

Trust Investments: Philip B. Simonds, 
Jr., vice president, Rhode Island Hospi- 
tal Trust Co., Providence. 

*Trust Personnel: B. James Theodor- 
off, vice president and trust officer De- 
troit Bank & Trust Co. 

Trust Policies: Wilmot R. Craig, ex- 
ecutive vice president, Lincoln Rochester 


Trust Co.. Rochester, N. Y. 


A A A 


ESTATE PLANNING INSTITUTE 
IN GEORGIA 


The 6th Estate Planning Institute 
sponsored at University of Georgia, 
Athens, is being held January 26-28. 
Under the joint auspices of the State 
Bar Association, Bankers Association 
Trust Division, Life Underwriters Asso- 
ciation, and Society of CPA’s, the pro- 
gram features an afternoon during 
which there are ten small group labora- 
tory sessions, each with its discussion 
leaders dealing with a prepared prob- 
lem on which alternative solutions could 
be recommended. Following these con- 
ferences a demonstration answer was 
presented by a four-man panel repre- 
senting each profession. 





NECURITY OF PENSION EXPECTATIONS 





Guiding Principles for Enhancement of Benefit Assurance 


DR. DAN M. McGILL 


Professor of Insurance, University of Pennsylvania 


(FE PRIVATE PENSION MECHANISM, 
I: presently structured, does not as- 
sure participants of the ultimate enjoy- 
ment of the potential benefits credited 
or imputed as of any given point in 
time. It may be impossible to devise 
safeguards that would make benefit 
rights absolutely secure, and even if it 
were possible, it might be impracticable 
and self-defeating to attempt to enforce 
such safeguards by legislative or other 
mandate. 

Nevertheless, it would seem that a 
higher degree of security is imperative 
if the mechanism is to achieve its busi- 
ness and social objectives. Moreover, 
this goal appears to be attainable by 
methods not inconsistent with the tenets 
of free enterprise and sound business 
practices. The following proposals, 
stated in the form and spirit of guiding 
principles, are offered as one approach 
to this goal. 


Vested Benefits 


Perhaps the most fundamental prop- 
osition is that benefit rights which have 
vested through the satisfaction of age 
and service requirements should enjoy 
a higher degree of security than the 
benefit accruals which are nothing more 
than an “expectancy.” In addition to 
their superior legal claims, individuals 
with vested rights appear to have a 
stronger moral claim than other partici- 
pants because of their greater vulnera- 
bility to elements of insecurity in a 
pension plan. Those who have retired 
will be out of the labor market and pre- 
sumably dependent upon _ retirement 
benefits for the major portion of their 
livelihood. Those approaching retire- 


This paper, delivered at the annual meeting of the 
Life Insurance Association of America in New York 
on December 15, 1960, draws on the findings and 
conclusions of a study by the Pension Research 
Council of the University of Pennsylvania, which 
will be published within the next few months in the 
form of five books and monographs, the first of 
which recently came off the press (reviewed in Hil- 
ary L. Seal’s column this month). The proposals 
herein do not necessarily have the endorsement of 
all members of the Council or any other person as- 
sociated with the project. 

The first half of the address, reviewing the cur- 
rent practices with respect to the employer’s obliga- 
tion under a pension plan, and the manner in which 
it is discharged, is omitted here. 
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ment will have lost most of their man- 
euverability and will have only limited 
opportunities to make alternative ar- 
rangements for their retirement needs. 


Indeed, the moral issue can be in- 
voked against the employer. In operat- 
ing a pension plan, an employer holds 
out to his employees the inducement of 
retirement benefits if they should re- 
main in his service until retirement or 
some earlier age. Many are undoubtedly 
motivated to remain with the employer 
because of the prospects of a pension at 
some future date. Jf an employee satis- 
fies the conditions laid down in the 
plan document — as the consideration 
for the employer’s promise — he has 
performed his part of the bargain and 
is justified in expecting the employer 
to make good on his. Admittedly, the 
employer probably hedged his promise 
by reference to funds already contrib- 
uted, but few employees are aware of 
ihe limitation and, even if they are, do 
not generally receive sufficient informa- 
tion about the functioning of the plan 
to evaluate its significance. As an im- 
portant step toward the strengthening 
of pension promises and the fostering 
of harmonious management-employee 
relations, the employer should assume 
legal responsibility for the fulfillment of 
all vested benefit rights. 


Direct Payment. The employer should 
be permitted to discharge his legal ob- 
ligation in accordance with any one 
or a combination of the three standard 
approaches.* If he should choose the 
current disbursement route, the present 
value of the vested, contractually guar- 
anteed, benefit credits might have to be 
shown in the firm’s balance sheet. To 
the extent that cash dividends would be 
inhibited by the resulting reduction in 
surplus the firm’s ability to meet its 
pension obligations would be enhanced. 
The security of the vested benefits 
would depend upon the earning ability 


*(1) Appropriation of financial resources by em- 
ployer on current, and presumably recurring, basis 
for direct payment of monthly benefits; (2) assump- 
tion by an insurer of responsibility for payment of 
benefits; (3) accumulation of unallocated fund of 
assets with an insurer or trustee. 


of the firm and the liquidating value 
of the assets used in the business. From 
a security standpoint this arrangement 
would be comparable to the investment 
of a pension trust fund exclusively in 
the debt securities of the employer, ex. ~ 
cept that the trustee, as a holder of the 
securities, would have a claim against 
the firm’s assets superior to that of the 
unfunded pension claims. The employ- 
ee’s pension rights could be strength. 
ened by granting them, through ap. 
propriate legislation, a preferred status 
in liquidation proceedings. On the other 
hand, this could adversely affect the 
employees’ job security through limit. 
ing the firm’s ability to obtain outside 
financing. Other things being equal, this 
approach to pension financing affords 
the lowest degree of security to benefit 
rights. 


Purchase of Annuities. The employer ™ 


should be construed to have discharged 
his obligation completely through the 
purchase from a legally-licensed insurer 
of annuities in the proper form and 
amount for all vested benefits. This ap- 
proach provides the highest degree of 
security since the insurer pledges its 
entire corporate resources to the fulfill- 
ment of its promises. Only the insolv- 
ency of the insurer could impair the 
security. 

Unallocated Fund. If the employer 
should elect to meet his obligation to 
vested participants through the accumu- 
lation of funds with a trustee, or with 


a life insurance company for later pur- * 


chase of annuities, a number of safe- 
guards ought to be observed. Foremost 
among these is that the fund contain 
assets equal to the present value of the 
vested benefits. This equilibrium condi- 
tion, identified as full funding, is signi- 
ficant only if the prospective benefits 
are valued on a realistic basis. Fortun- 
ately, there are no insuperable obstacles 
to the valuation of vested benefits. The 
amount of monthly income vested in 
each participant is definitely known at 
all times. The only valuation factors 
that must be taken into account are 
mortality and interest — and possibly 
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expenses. Turnover and salary projec- 
tions are not involved. The valuation 
problem is precisely analogous to that 
of life insurers in valuing deferred and 
immediate life annuities. 

Objective standards of valuation 
should be used. One meaningful stan- 
dard would be the cost of purchasing 
all vested benefits from a legally licensed 
insurer. The valuation could be accom- 
plished very simply through the use of 
the insurer’s current rate schedule. The 
system would be flexible since the em- 
ployer could use the rates of any in- 
surer authorized to issue annuities. The 
standard would be rigorous inasmuch 
as the sum would represent not merely 
an estimate of future benefit payments 
but the price demanded by a profession- 
al risk bearer for its promise to make 
the payments. The price would reflect 
provision for expenses, unforeseen con- 
tingencies, and possibly a profit to the 
carrier. While the sum might ultimately 
prove to be inadequate to meet all bene- 
fit payments, for that amount the em- 
ployer could fully discharge his respon- 
sibilities in the event of plan termina- 
tion by the purchase of annuities from 
an insurer. 

Objectivity in valuation could also be 
achieved by the use of mortality and 
interest assumptions certified by some 
responsible agency or organization as 
adequate for the purpose. This would 
be similar to the procedure applicable 
to the valuation of annuity contracts 
pursuant to which state laws specify the 
annuity table to be used and the maxi- 
mum rate of interest but permit the use 
of any assumptions that will produce a 
reserve liability equal to or greater than 
the reserve required under the specified 
assumptions. 

The valuation should be carried out 
by an actuary whose professional quali- 
fications have been certified by some 
governmental or professional body. 

The assets to meet the reserve liability 
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for vested benefits should be held in such 
manner as to ensure their use for vested 
participants, including, of course, pen- 
sioners. Within each unallocated fund, 
whether it be a deposit administration 
or trust arrangement, there should be 
two separate and distinct accounts: one 
for vested benefits and another for non- 
vested benefits. If the plan is contribu- 
tory, a third account might be needed 
for employee contributions. 

On each valuation date there should 
be a dollar of assets in the vested bene- 
fits account for each dollar of liability, 
as computed and certified by an accred- 
ited actuary. The verification and val- 
uation of the assets should be carried 
out by a certified public accountant as 
a phase of the general audit of the 
funding agency’s financial condition. 
The assets should be valued in accord- 
ance with generally accepted standards. 
If on any valuation date the assets in 
the vested benefits account should be 
smaller than the liabilities, the defici- 
ency should be erased by a direct con- 
tribution from the employer or a trans- 
fer of funds from the nonvested benefits 
account. The former would, of course. 
be preferable. 

The funds in the vested benefits ac- 
count should be invested within the 
framework of broad quantitative and 
qualitative standards. A reasonable bal- 
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should be maintained between 
fixed income and equity securities and 
within each of these categories safety of 
principal should be favored over antici- 
pated yield. Qualitative standards simi- 
lar to those imposed on life insurers 
might be appropriate and in the case of 
a deposit administration contract would 
be applicable in any event (except where 
special segregated accounts have been 
set up). 

So long as the pension plan remains 
in operation and unallocated funds are 
held in respect of nonvested partici- 
pants, any deficits that might arise in 
the vested benefits account, whether at- 
tributable to excessive longevity, unfa- 
vorable investment experience, or other 
reason, could be offset by transfer of 
funds from the nonvested benefits ac- 
count. Should the plan terminate, how- 
ever, all accrued benefits vest and all 
funds must be allocated. Thereafter, the 
vested benefits account would have to 
be self-sustaining — except for possible 
employer contributions — and could 
not draw upon the unallocated funds of 
the nonvested benefits accounts to off- 
set any deficiencies. If the funds were 
held by a trustee liquidity problems 
would arise as the account became de- 
pleted through benefit payments and 
could lead to forced liquidation of trust 
assets in an unfavorable market. This 
whole problem would be magnified if 
the employer should go out of business 
and not be available to supplement the 
funds on hand. 

These considerations suggest that 
upon termination of a pension plan, 
whether or not the employer continues 
in business, the funds in the vested 
benefits account should be applied to 
the purchase of annuities from a life in- 
surer. If the funds were being under a 
deposit administration contract they 
would be convertible into annuities ac- 
cording to the appropriate scale of 
rates. A trustee, on the other hand, 
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would have to purchase annuities in the 
open market. The purchases could be 
spread over a period of time to avoid 
liquidation of trust assets in an unfa- 
vorable market. 

If at time of termination, the amount 
of funds in the vested benefits account 
should be insufficient to purchase all 
required annuities, the additional sums 
needed should be transferred from the 
nonvested benefits account. In the un- 
likely event that the funds in the latter 
account would be inadequate to make 
up the deficit, the employer’s residual 
guarantee should be invoked. 

The priority advocated for vested 
benefits throughout the foregoing sec- 
tion should naturally be reflected in the 
plan document, especially with respect 
to the allocation of funds upon termi- 
nation of the plan. No distinction would 
be made between the claims of those 
who have gone elsewhere and those still 
in the service of the employer. It would 
not be inconsistent for the termination 
provision to bestow the highest priority 
to the claims of pensioners. 


Nonvested Benefits 


The accrual of benefit credits does 
not of itself create an immediate un- 
conditioned legal obligation against any 
entity. Yet each benefit accrual is a po- 
tential benefit right. If a benefit accrual 
— credited or imputed — ripens into a 
benefit right, it is enforceable against 
available funds or insurer guarantees 
and, under a guiding principle enunci- 
ated above, would be_ enforceable 
against the general resources of the 
employer. Ideally, benefit accruals which 
become benefit rights through termina- 
tion of the plan should enjoy the same 
financial safeguards as those available 
to, or proposed for, rights which ma- 
ture in the normal manner. In essence, 
this would mean that in the event of 
plan termination the employer would 
stand back of all benefit accruals, in- 
cluding those that would never have 
ripened into enforceable obligations (be- 
cause of employee turnover). This is too 
rigorous a standard of responsibility ta 
be accepted by most employers and, con- 
sequently, the protection of nonvested 
benefit accruals must be sought through 
the adequacy of fund accumulations. 

Funding Commitment. As a general 
proposition the employer should adopt a 
funding policy which would ultimately 
lead to the accumulation of assets, or ac- 
quisition of paid-up annuities, equal to 
the actuarial value of all benefit accruals, 
whether attributable to service before or 
after inception of the plan, and whether 





vested or not. This goal could he 
achieved by the funding of current sery. 
ice benefit credits as they accrue and 
the gradual amortization of the initia] 
accrued liability. The funding commit. 
ment in most plans would suggest that 
this is the employer’s objective. Hoy. 
ever, the lack of conclusiveness with re. 
spect to the amount and timing of the 
employer’s contributions, plus the limit. 
ation of his liability to funds already | 
contributed, vitiates the legal obligation 

to adhere to the objective and quite 
possibly weakens the employer’s resolve | 
to do so. 

It is proposed as a guiding principle 
that the employer commit himself to } 
contribute within a reasonable time af- 
ter the end of any particular accounting 
period the actuarial value of the bene. 
fits credited or imputed for service dur- 
ing that period. He would also have a 
definite program for the funding of 
past service benefits over a period of 
years if, as will usually be the case, 
it is not completely funded at the out- 
set by a single payment. This funding 
program for past service benefits should 
be such that the benefits for each em- 
ployee would be completely funded not 
later than his normal retirement date, 
but in the event of plan termination 
there would be no obligation on the 
part of the employer to make further 
contributions for the then unfunded 
past service benefits. This would permit 
the amortization of the past service lia- 
bility on a basis which should be with- 
in the fiscal capabilities of any firm 
that could afford a pension plan in the 
first place. 

The effectiveness of this sort of fund- 
ing policy would depend upon the ac- 
curacy with which the cost of accruing 
benefits is estimated. The valuation 
problem is more complex than in the 
case of vested benefits, since assump- 
tions must be made as to all of the 
factors that influence the ultimate cost 
of a plan. Unduly optimistic assump- 
tions as to any relevant factor, especi- 
ally investment earnings and turnover, 
can seriously impair the adequacy of a 
funding program. Assumptions as to fu- 
ture salaries also introduce great un- 
certainty. It is no exaggeration to say 
that the label “fully funded” is no more 
reliable a warranty of actuarial sound- 
ness than the judgment and integrity 
of the actuary who affixes it. 

There seem to be too many cost vari- 
ables to permit the development of a 
generally accepted minimum standard 
of valuation for nonvested benefit ac- 

(Continued on page 70) 
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Statement of Condition, December 31, 1960 





RESOURCES 
Cash and Due from Banks ........... $1,253,619,748 
U. S. Government Securities ......... 712,510,329 
U. S. Government Insured F. H. A. Mort- 

ND Nay oo ko et es ele ae ad 81,064,576 
State, Municipal and Public Securities . . 241,061,965 
Stock of Federal Reserve Bank ........ 6,023,400 
Goer SOON 2... eects 24,639,027 
Loans, Bills Purchased and Bankers’ Ac- 

CEs on kee ace wa ee ae ks 1,464,526,320 
ois vile hrscnn au te sinensis 40,518,666 
Banking Houses and Equipment ....... 23,597,942 
Customers’ Liability for Acceptances ... 112,392,920 
Accrued Interest and Other Resources _ . 13,764,568 


$3,973,719,461 





LIABILITIES 


Shak ek We nod ela ei $3,464,810,876 
115,752,855 


Deposits 
Outstanding Acceptances 


Liability as Endorser on Acceptances and 





So ica 5.4 ee a ee 44,268,479 
ay TR gov ks Se edn downs pens 5,629,493 
Reserve for Taxes, Unearned Discount, 

ES Ser ee ere ne 40,361,931 
*Reserve for Possible Loan Losses ...... 55,122,453 
Dividend Payable January 15, 1961 3,275,350 
Capital Funds: 

Capital (5,039,000 

shares—$20 par) . $100,780,000 

Surplus ........... 100,000,000 

Undivided Profits ... 43,718,024 244,498,024 

$3,973,719,461 








* Applicable to cover such future loan losses as may develop. None 
are at present known. 


United States Government and Other Securities carried at $157,301,395 are pledged to 
secure public funds and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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The Widow's Election 


Drafting and Tax Considerations in Community 
and Common Law States 


HAROLD G. WREN 


Professor of Law, Southern Methodist University, Dallas, Texas; 
Visiting Professor of Law, Cornell University, Ithaca, New York 


HE PROBLEMS OF ESTATE PLANNING 
a ktae the widow’s election cen- 
ter around (1) the drafting of H’s will, 
and (2) the making of the election by 
W. We assume that the attorney is ad- 
vising the husband with respect to the 
first of these, and the widow with re- 
spect to the second. Planning will vary 
depending upon applicable local law, 
though the mechanics of election are 
much the same for common law as for 
community property jurisdictions. 

The concept of election is broader 
than the widow’s election. The classic 
hypothetical is as follows: 


T, the testator, devises Blackacre to 
B, and Whiteacre to A. As a matter of 
fact, T does not own Blackacre, but he 
does own Whiteacre. A actually owns 
Blackacre. Equity requires A to elect 
between keeping that which he owns 
and taking Whiteacre which T has de- 
vised him. If he elects Blackacre, he 
must relinquish Whiteacre to B. If he 
elects Whiteacre, he must recognize that 
B is entitled to Blackacre. If he does 
nothing, he is presumed to keep what 
he has, and take nothing under T’s will. 

Blackacre corresponds to the rights of 
the widow. In the common law state, 
this is dower or a statutory substitute 
therefor, or a combination of the two. 
In a community property jurisdiction, 
it is the wife’s one-half interest in the 
community. In both common law and 
community property states, the widow 
may also be entitled to an allowance, 
the homestead, and exempt property. 

The analogy to Whiteacre is the test- 
ator’s rights in the property he seeks to 
devise and bequeath. H must give W 
something. If he gives her nothing, she 
simply claims her rights at law, without 
regard to his will. The analogy is not 


Address before Real Property, Probate and Trust 
Law Section, American Bar Association, Southwest 
Regional Meeting, Houston, Texas, Nov. 11, 1960. 

Nothing herein is to be deemed to represent the 
views of the Association or Section unless and un- 
til adopted pursuant to their By-laws. 
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perfect under some modern statutes. In 
New York, for example, dower has been 
abolished, and the widow has been given 
a nonbarrable (or forced) share. If H’s 
will gives W nothing, W is still said to 
have “elected” to take against the will. 
On the other hand, if he gives her the 
minimum required by the New York 
statute, she is not permitted to elect. 

In a community property state, H 
may give W a life estate in the entire 
community plus a general power of ap- 
pointment over the remainder, with no 
gift over in default of appointment. In 
such a case, H would be devising noth- 
ing to a third party, and yet the courts 
would treat this as an election situation, 
and allow W to take under the will, 
should she desire to do so. 


I. Putting W to Election 


A typical provision in a will which 
requires W to elect between what H has 
given her, and that to which she is en- 
titled under the law in a common law 
state is the following: 


“The provisions herein contained for 
the benefit of my wife are in lieu of 
dower and any or all other provisions 
statutory or otherwise for her benefit 
as my widow.” 


Each interest should be examined for 
its utility and tax effect before its dis- 
position is determined. For example, 
the draftsman may devise the home- 
stead to W in fee. This eliminates a 
concept of probate homestead, a non- 
deductible terminable interest, and at 
the same time, makes the property 
freely alienable by W. So long as W 
uses it as her homestead, it retains its 
exempt status. 

The draftsman should make the pro- 
visions so attractive that W will want 
to take under the will, and thereby pre- 
serve H’s estate plan. 

The New York rule of denying the 
right of election to W, where H has 
provided her with the statutory mini- 


mum, has the advantage of giving pre- 
dictibility to the plan which the drafts- 
man puts in H’s will. On the other hand, 
it eliminates the desirable flexibility that 
the widow’s election provides the estate 


after the death of H. 


In a community property state, H 
will put W to an election by purporting 
to devise and bequeath the entire com- 
munity and making a provision for W. 
This forces W to elect between taking 
what H has provided for her under the 
will, or taking her one-half of the com- 
munity under the law. H should state 
that what he has provided W under the 
will is in lieu of her one-half of the 
community, plus other rights which she 
has under the law. If he desires to con- 
fine his will to her separate property 
and his one-half of the community, he 
should make provision for what W will 
take in lieu of her rights of homestead, 
allowance, and exempt property. 


In Texas, the courts favor a construc- 
tion of H’s will which will cause it to 
apply only to his separate property and 
his one-half of the community. Judge 
Wisdom has summarized the Texas law 
as follows: 


“(1) A presumption exists that a 
testator intends to dispose of his 
property only. 

“(2) Only where the testator’s in- 
tention to dispose of property that is 
not his own is shown by clear and 
unequivocal language is a husband’s 
will construed to devise his wife’s 
property. 

“(3) The language of the will must 
be susceptible of no other construc- 
tion. 


“(4) Use of the first person singu- 
lar pronoun shows an intention to 
dispose of the testator’s property 
only. 

“(5) The will must give some bene- 
fit to replace the property surrendered 
by the election.”! 


1Comm. v. Chase Manhattan Bank, 259 F. 2d 231, 
240 (5th Cir. 1958), cert. denied 359 U.S. 913 
(1959). 
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As a result, a Texas draftsman must 
be particularly careful if he wishes to 
put W to an election. 

In California, W may waive her right 
of election at the time of the drafting of 
H’s will. If she does not revoke the 
waiver before H’s death, she is bound 
to take the provisions for her in H’s 
will. 

A joint will is another possible solu- 
tion to the problem of devising a plan 
which will not be subject to being 
changed by W’s conduct following the 
death of H. So long as neither H nor 
W revokes during H’s lifetime, in many 
states such a will becomes binding upon 
the death of H, although in others W 
may still be able to revoke even after 
his death.” 

Such attempts at obtaining certainty 
may prove unwise. The widow's elec- 
tion, like the power of appointment, has 
the advantage of putting flexibility into 
the estate plan. The wisest course is 
for H to make such provisions for W 
as will encourage her to take under the 
will, but allow her an alternative, if the 
situation has so changed as to make an- 
other course of action desirable. 


Il. Making the Election 


Only two courses are available to the 
attorney who advises W about the mak- 
ing of an election: W will take either 
what H has provided in the will, or 
her rights at law. There is no such 
thing as a partial election, although this 
may be possible under the New York 
statute.? In determining what choice 
W should make, the attorney will be 
concerned with (1) tax consequences, 
(2) the value of what W will receive, 
and (3) the effect on the administration 
of the estate. 

To make an election, the widow must 
perform some positive act with knowl- 
edge of her rights. Her election may be 
established by her conduct, her acts, her 
omissions, and her mode of dealing 
with the property. Actions of W which 
have been said to amount to an election 
are: (1) accepting benefits under the 
will; (2) acting as executrix or trustee; 
(3) making an oral declaration; (4) 
conveying property (5) participating in 
court proceedings; and (6) making a 
written election. At one time or another 
in one jurisdiction or another, each of 
these has been held either to be or not 
to be an election to take under the will, 

2Cf. Sparks, Contracts To Make Wills, Oct. 1960 
TRUSTS AND ESTATES 878. 

3’Matter of Noble, 3 Misc. 2d 565, 155 N.Y.S. 2d 
152 (Surr. Ct. Kings Cty.), aff’d as modified, 2 App. 
Div. 24 897, 157 N.Y.S. 2d 201 (2d Dept. 1956). 


(mem.), in combination with N.Y. Dec. Est. Law 
Secs. 18, 83, and 124, may have produced this result. 
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or, depending on the jurisdiction, to be 
or not to be an election to take against 
the will. 


Many states require that W file a 
written election within a certain period 
of time following H’s death, or the 
granting of letters. The attorney must 
not only see that W makes her election 
within such time, but more important, he 
should advise her to do nothing with 
respect to her husband’s estate until he 
has had time to ascertain her best course 
of action. When this has been deter- 
mined, she should file a written election 
with the probate court which is clear, 
definite, and certain. 


Ill. Effects of Election 
In Community Property State* 


In a community property state, H 
puts W to an election by providing in 
his will that his estate shall consist of 
the entire community, and then making 
a testamentary disposition thereof. As- 
sume that H provides: “I will, devise, 
and bequeath the entire community 
estate in trust to pay the income to W 
for life, remainder to X and his heirs.” 
H owns one-half of the community 
(Whiteacre). W owns one-half of the 
community (Blackacre). H devises a 
life estate in Whiteacre, which he owns, 
to W, and a remainder interest in Black- 
acre, which he does not own, to X. W 
must choose between taking the life 
estate in Whiteacre under the will, or 
claiming her remainder interest in 
Blackacre which H has sought to devise 
to X. 


If she elects the life interest in White- 
acre, she gives up the remainder in 
Blackacre. She then combines her own 
life interest in Blackacre with the life 
interest in Whiteacre that H has given 
her. X, meanwhile, combines the re- 
mainder in Whiteacre received from H 
with the remainder in Blackacre re- 
ceived from W. 


If W does not elect to take under the 
will, she must give up the life interest 
in Whiteacre which passes to X to com- 
bine with the remainder interest in 
Whiteacre which X received from H. 
The result is that X gets a fee in White- 
acre, while W keeps her fee in Black- 
acre. 

If W elects to take under the will, 
the transaction may be viewed in sev- 
eral perspectives: 

1. W has made a gift of the remain- 
der interest in Blackacre to X. Such a 
gift may be in contemplation of death, 


*Effects of election in common law property 
states will be covered next month. 


or may be the equivalent of a transfer 
with a life estate retained. 


2. W has made an exchange of hey | 
remainder interest in Blackacre for q | 
life interest in Whiteacre. To the extent 
that the fair market value of her re. 
mainder in Blackacre exceeds the fair 
market value of the life interest jp 
Whiteacre, W will be deemed to have 
made a gift. If the fair market value of 
the life interest in Whiteacre exceeds 
W’s basis for the remainder in Black. 





acre, W may realize a gain. W’s basis 
in Blackacre will be the fair market 
value of W’s one-half of the community 


as of the date of H’s death. 
3. W has transferred Blackacre to H, ‘ 


who in turn has devised the combined 
Blackacre and Whiteacre to W for life, 
remainder to X. 

Until recently, the tax law indicated 
that the second of these was the proper 
characterization for the tax effect of 





W’s election. If W chooses to keep her 
one-half of the community, rather than 
take under the will, W takes nothing 
from H, and there are no gift or income 
tax problems. X, meanwhile, takes H’s 
entire one-half of the community. 


In Chase Manhattan Bank,‘ three dif- 
ferent trusts were involved. The first 
was a revocable inter vivos trust, the 
second, an unfunded insurance trust, 
and the third, a residuary testamentary 
trust. All three involved the use of the 
entire community and upon the death of 
T, the trustee was to pay the income to 
W for life, corpus to X. 


On appeal to the Fifth Circuit, Judge 
Wisdom held that the Tax Court erred 
in finding that the revocable inter vivos 
trust created by H was a “testamentary 
trust.” Rather, it was “a present, valid 
tiust created in 1928.” H reserved a 
power of revocation as agent of the 
community, rather than in his own right. 
It followed therefore that the gift of the 


community did not become complete ~ 


until H’s death. At that time, H’s one- 
half of the community was includible in 
his gross estate, while W made a gift 
of her one-half of the community at 
this time, minus the value of her life 
estate in this one-half. In other words, 
W had made a gift of her remainder in 
Blackacre as of the death of H. Since no 
election was involved, W did not re- 
ceive anything in exchange for this 
transfer. 

With regard to the insurance trust, 


Judge Wisdom disagreed with the Tax 


4Chase National Bank, 25 T.C. 617 (1955), re- 


versed sub nom. Comm. v. Chase Manhattan Bank, 
supra note 1. 
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Court’s ‘iew of Texas law that the pro- 
ceeds of insurance were not community, 
and fou:'d that “the wife has a present, 
vested i: terest” in the “policy rights in 
an insu: ance policy” which are “prop- 
erty, a Community asset, when the insur- 
ance is purchased with community 
funds.” Accordingly, one-half of the 
proceed: were included in the husband’s 
gross estate, and the other one-half 
constituied a gift by the wife upon the 
death of the husband. Again, W re- 
ceived nothing in exchange. Instead, 
she had made a taxable gift equal to 
her remainder interest in her one-half 
of the proceeds. 


In the case of the testamentary trust, 
Judge Wisdom took the view that the 
Tax Court erred in assuming that the 
will of H put W to an election on the 
facts of the case. He noted the heavy 
burden which must be overcome by the 
one seeking to establish that a particu- 
lar will is designed to put the widow 
to an election, pointing out that the 
testator’s use of the first person singular 
commonly indicated an intent to dis- 
pose only of his own property. Finally, 
if the will had put W to an election, 
there was nothing in the facts to indi- 
cate that W had actually elected. 

In Mildred Irene Siegel,® the Tax 
Court was presented with an election 
under California community property 
law, and the facts were the same as in 
Chase with two principal variations. In 
addition to giving W a life interest in 
Whiteacre in exchange for the surrender 
of the remainder in Blackacre, H also 
gave W $35,000 in cash. The Tax Court 
said that this $35,000 “became a part 
of what petitioner received [in ex- 
change] for what she gave up when she 
elected to take under decedent’s will.” 
Accordingly, this amount should be 
added to the value of the life interest in 
Whiteacre, and the amount of the gift 
by W then becomes the value of the 
remainder in Blackacre minus the value 
of these two interests. 


The second variation was the fact 
that the will provided that the trustees 
should pay for the support of W, “such 
sum as in the sole discretion of the ma- 
jority of the trustees they deem proper 
to maintain at least the same standard 
of living to which she had been accus- 


tomed, but in no event less than the 


sum of One Thousand ($1,000.00) Dol- 


lars per month.” The taxpayer argued 
that since the trustees had the power 
to invade corpus up to approximately 


$45,000 per year, this right should be 


—_—_—_—__. 


526 T.C. 743 (1956). 
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valued and added to those things whic! 
W received for the surrender of her re- 
mainder in Blackacre. But in view of the 
fact that the power was exercisable in 
the sole discretion of a majority of the 
trustees, the Tax Court held that it 
would “not be justified in adding the 
value of the right of petitioner to have 
the principal invaded as one of the 
things which she received for what she 
gave up.” 


On appeal to the Ninth Circuit, it was 
held that the Commissioner’s contention 
that W received no consideration upon 
the exercise of her right of election was 


without merit. Judge Yankwich made 
it clear that W’s surrender of her vested 
right of property in the remainder of 
her one-half of the community was un- 
like the surrender of dower in a com- 
mon law state, or the surrender of her 
rights in pre-1927 California commun- 
ity, when W’s rights were considered 
only an expectancy. 

As a result of the Tax Court’s opin- 
ions in Chase and Siegel and the Ninth 
Circuit’s opinion in Siegel, where W 
elects to take a life interest in the whole 

(Continued on page 78) 


®Comm. v. Siegel, 220 F. 2d 339 (9th Cir. 1957). 
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TRUST ADVERTISING 


THAT IS RIGHT ON TARGET! 





We quote from a letter written by a Trust 
Officer who is using PURSE trust advertising: 


“Seventeen days ago, we mailed 540 letters, 
offering the masterbook prepared for us by 
The Purse Company. The response has been 
so amazing that as of today — only 17 days 
later — our entire purchase of 275 books is 
exhausted. Our purchase order for an addi- 
tional 200 books is enclosed.” 


No question here about CAUSE and EFFECT! 


PURSE customers do not hesitate to tell us 
how readily they trace new trust business to 


their advertising. 


PURSE can do the same for you. Just let us 
know by letter or COLLECT telephone call 
that you would like to see a PURSE repre- 


sentative. 


F Te Parse Coupany 


B= €—)-VoloRbl-but—>a- Meio) ait ieuabl—14 Advertising 


i 435 CHESTNUT STREET 
a2. CHATTANOOGA, TENNESSEE 
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It takes 4 


SPECIALIST 


to LOCATE 4 
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over a quarter century 
of service to 
ATTORNEYS + ADMINISTRATORS 
TRUSTEES +» BANKS + EXECUTORS 


Offices and Correspondents 
in the United States 
and throughout the world 


ay 


“ ALTSHULER 
GENEALOGICAL SERVICE 


1] Beacon St., Boston 8, Mass. 
Phone CApitol 7-4112 




















NOTHEBY & CO. 


The oldest and largest firm of 
fine art auctioneers in the world, 
announce the publication in 
November of “SOTHEBY’S 
216TH SEASON” which records 
some of the fine works of art, 
many from American collections, 
which contributed high prices to 
the total of 1914 million dollars 
achieved at Sotheby’s during the 
past season. This book, there- 
fore, which contains 145 FULL- 
PAGE BLACK-AND-WHITE 
ILLUSTRATIONS, and 11 IN 
FULL COLOUR, constitutes a 
valuable and unique guide to 
current auction prices in Lon- 
don. It can be ordered now (price 
$4.95) including postage from 
SOTHEBY’s OF LONDON LTp. 717 
FirTH AVENUE, NEw York 22, 
N. Y. 


Sotheby’s representatives are al- 
ways ready to visit any par. of 
the United States to advise Trust 
Officers and owners of impor- 
tant property. 
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42nd Mid-Winter Trust Conference Program 
The Waldorf-Astoria, New York, Feb. 6-8, 1961 


Following the opening address on Acceptance of Trust Business, 
by Robert R. Duncan, president of the American Bankers Association 
Trust Division, sponsor of the Conference, and chairman of the board, 
Harvard Trust Co., Cambridge, the delegates will hear the Honorable 
Eugene J. Keogh, Congressman from New York, on Pensions for the 
Self-Employed. Richard P. Chapman, president, New England Merchants 
National Bank, Boston, will speak on The National Trust School of 
which he is chairman of the board of regents, and Professor Austin W. 
Scott of Harvard Law School will discuss some legal aspects. 

The Monday afternoon session will be devoted to /nvestments with 
addresses from Dr. Marcus Nadler, professor of finance, New York 
University, and Samuel H. Woolley, vice president, Bank of New York. 
The investment panel, led by Charles W. Buek, first vice president, 
United States Trust Co., New York, will include: Alan K. Browne, vice 
president, Bank of America N.T.&S.A., San Francisco; William R. 
Grant, director of research, Smith, Barney & Co., New York; Walter 
D. Mertz, vice president, Wilmington (Del.) Trust Co.; and Duncan 
H. Newell, Jr., vice president, Valley National Bank, Phoenix. 

On Tuesday morning Carl A. Bimson, president of the A.B.A. and 
of Valley National Bank, and William B. Hall, senior vice president, 
Detroit Bank & Trust Co., will address the conference. They will be 
followed by Robert J. O’Keefe, assistant vice president and manager, 
equipment research, Chase Manhattan Bank, New York, on Automation 
for Trust Departments, and Robert N. Hilkert, first vice president, Fed- 
eral Reserve Bank of Philadelphia. 

The Tuesday afternoon session will have three divisions. The Pen- 
sion and Profit-Sharing section will hear Dr. Kurt F. Flexner, director 
of the A.B.A. Mortgage Finance Committee, on Mortgages as Invest- 
ments for Pension Funds, and a panel consisting of B. Frank Patton 
(leader), vice president, Morgan Guaranty Trust Co., New York; Dr. 
Flexner, Joseph R. Gathright, vice president, Kentucky Trust Co., Louis- 
ville; William F. Keesler, senior vice president, First National Bank, 
Boston; R. S. Swaim, vice president, First National Bank, Chicago. 

At the Small and Medium Trust Departments section Ray F. Myers, 
vice president, Continental Illinois National Bank & Trust Co., Chicago, 
will speak on Corporate Trusts, James F. English, Jr., vice president, 
Connecticut Bank & Trust Co., Hartford, on Trust Education, and a 
panel will discuss Problems of Small and Medium Trust Departments. 
The panel will include James S. Barker (leader), president of Mechan- 
icks National Bank, Concord, N. H.; Henry W. Brockenbrough, Jr., 
trust officer, State-Planters Bank of Commerce & Trusts, Richmond, 
Va.; L. C. Dilatush, vice president and trust officer, Merchants National 
Bank & Trust Co., Indianapolis; Mr. Myers; and Waldemar F. Pralle, 
vice president, City National Bank & Trust Co., Oklahoma City. 

The Estate Planning section will be conducted by the following 
panel: William J. Copeland (leader), vice president of Pittsburgh Na- 
tional Bank; James B. Irvine (life underwriter), president, Million 
Dollar Round Table, Chattanooga; T. T. Shaw (accountant), Arthur 
Young & Co., New York; René A. Wormser (lawyer), Wormser, Koch, 
Kiely & Alessandroni, New York; and John M. Zuber (trustman), vice 
president and senior trust officer, Republic National Bank, Dallas. 

On Wednesday morning the delegates will hear addresses from 
Whitney North Seymour, president, American Bar Association, from 
Peter J. Brennan, assistant trust counsel, Harris Trust & Savings Bank, 
Chicago, on the Relationship between the Trustee and the Investment 
Adviser, and from A. James Casner, professor of law, Harvard Law 
School, on The Marital Deduction and a Fiduciary’s Powers. 


The Proceedings will be published in the March issue of T&E. 
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- The Nature of and Uses for 


KEY MAN INSURANCE 


WILLIAM J. GLADING 


Associate Counsel, Prudential Insurance Co. of America, Newark, N. J. 


CARTOON IN A RECENT ISSUE OF A 
A trade magazine depicted a crest- 
fallen husband arriving home and an- 
nouncing to his wife that his company 
had just purchased Key Man Insurance 
and did not include him. This would 
indicate that key man insurance has real 
value as a barometer of job security. 
There are all kinds of insurance to 
indemnify a business for the loss of its 
assets. Key Man Insurance is to com- 
pensate a business for the loss of its 
most valuable asset — key personnel. 
Other insurance indemnifies for the 
loss of physical assets — Key Man In- 
surance for the loss of psychical assets. 
The employer is the applicant, owner, 
beneficiary, and premium payor. 
In this context Key Man Insurance is 
= designed to compensate the employer 
for the monetary loss suffered on the 
death of the key man, to the extent this 
is possible. The insurance provides cash 
which can be used to finance the cost 
of finding, securing and training a re- 
placement for the key man. The pro- 
ceeds may also serve as a cushion 
against possible losses sustained during 
the training period of a replacement be- 
cause of lower production or errors of 


judgment. 
This is what may be called the nature 
of Key Man Insurance — and if there 


were nothing more to it than that, it 
would still be a most important element 

- of any successful business operation. 
But there is much more that can be done 
with Key Man Insurance, and these as- 
pects can be summarized in one word 
— flexibility. As an illustration, let me 
quote a recent article in TRUSTS AND 
Estates :* 


I’ve heard gambling defined as a 
sure way to get nothing for some- 
thing — and when I gamble that’s 
usually what I get. But there are men 
whose experience with risk-taking has 
been more profitable than mine; and 
because another specific use for life 
From address at Estate Planning Council of Cen- 

«= ‘tal New Jersey (Red Bank), Nov. 2, 1960. 


*Robinson, ‘Estate Side of Life Insurance,” Sept. 
1960, p. 833. 
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insurance is part of the story, I want 
to tell about one man who has made 
a lot of money buying into businesses 
I’d rate as highly speculative. 

“TI suppose you could call me a 
gambler,” he admitted, “but I do know 
the odds — and I hedge my bets.” 

He said that when he buys a piece 
of a business, he’s backing his judg- 
ment of men and their ideas, adding 
“It has to be a business I know some- 
thing about, and I insist that the men 
with the ideas be insured.” 

Not long ago he put $35,000 into a 
company organized to manufacture 
one of the products in the electronics 
field. The success of this venture de- 
pends largely on one man, and he is 
insured for $100,000 in favor of the 
corporation. 

“If our man lives, I think I have 
better than a fifty-fifty chance at a 
long profit. If he dies, the corporation 
will have a hundred thousand of 
liquidating capital — so I shouldn’t 
lose much.” 


Tangential Uses 


What, then, are some of the tangential 
values of Key Man Insurance which 
may be ascribed to its flexibility. First, 
an appropriate form of Key Man Insur- 
ance can build up a substantial cash re- 
serve which may be available for any 
type of fiscal emergency. Also, this 
same reserve buttresses the credit posi- 
tion of the business, either directly as 
collateral for loans, or indirectly by 
assuring creditors of the future stability 
of the business. The mere existence of 
Key Man Insurance accomplishes this 
important result. It may never have to 
be used — in the sense of being con- 
sumed -—— for this purpose. 

The excerpt from Trusts AND Es- 
TATES illustrates another attraction of 
Key Man Insurance. A prospective in- 
vestor may feel a lot more secure where 
the success of his investment depends on 
the knowledge and ability of a few key 
personnel and the firm has insured it- 
self against their untimely demise. 

Key Man Insurance can do all these 
things at one and the same time. But 
there are some other aspects of this flex- 
ible nature of Key Man Insurance that 
may require a choice. Suppose that the 


proceeds are not required in their en- 
tirety for any of the above purposes. 
The business can retain the unused bal- 
ance for any of its lawful purposes. It 
could choose to pay a death benefit to 
the widow or family of the key man, 
as a lump sum or over a period of time, 
at little or no cost to the firm. 

If the key man happens also to have 
been a_ stockholder, the corporation 
could, with or without a prior agree- 
ment, redeem all or a part of the in- 
sured’s stock, using the surplus created 
by the insurance proceeds. The dece- 
dent’s estate may wish to utilize Sec- 
tion 303 and offer for redemption only 
a part of the stock. Or, if the widow so 
desires, and the corporation can accom- 
modate her, all of the decedent’s stock 
may be redeemed. Of course, there are 
possible tax pitfalls to be considered 
here, and if the estate tax valuation of 
the stock is substantial it would certain- 
ly be preferable to have a binding prior 
agreement. However, a prior agreement - 
is not absolutely necessary in order to 
utilize Key Man Insurance in this man- 
ner, 

Still another choice available to the 
employer may be exercised even before 
the death of the key man. The firm may 
prosper to the point where, when the 
key man reaches retirement age, success 
is assured and his loss will not adversely 
affect the business. The employer may 
then decide to use the cash values to 
fund its obligation under a deferred 
compensation arrangement previously 
made with the insured key man. Or, an 
agreement could be made at that time 
to retire the key man on an annual pen- 
sion, and the cash values of the policy 
—— no longer needed to protect the em- 
ployer against his premature death — 
may be used to provide the pension 
payments. 


With or Without Taxes 


Key Man Insurance, as we have been 
discussing it, is just as valid and just 
as valuable regardless of tax conse- 
quences, Life insurance is the surest way 








to have a predetermined sum of money 
available on the undetermined date of 
death of a particular individual. Given 
this objective taxes can only serve as an 
incidental factor in determining the ulti- 
mate cost of achieving the objective. Of 
course, | use “incidental” in its strict 
sense and not in any way to minimize 
the quantitative effect of a tax deduc- 
tion. 

However. taxes are extremely im- 
portant in our business community and 
may even be a decisive factor in many 
cases involving Key Man Insurance. 

As simple as the concept of Key Man 
Insurance is, the tax ramifications of 
its varied aspects are somewhat complex. 

Under Section 264 of the Federal In- 
ternal Revenue Code, the employer is 
denied a deduction for premiums paid 
for Key Man Insurance as we have de- 
fined it. By the same token the key man 
is not charged with receipt of the pre- 
mium as taxable income. In the ordi- 
nary case this would be true even if 
the key man happened to be a stock- 
holder. I am by no means certain that 
the Internal Revenue Service has given 
up this fight entirely, but its agreement 
to follow Casale, Prunier and Sanders 
establishes a fairly broad safety zone. 

The proceeds received by the em- 
ployer on the death of an insured key 
man will be exempt from income tax, 
and in most cases this benefit should 
more than offset any increased cost 
arising from inability to deduct the 
premiums. If the company uses these 
proceeds to hire and train a replace- 
ment, or for any other ordinary and ne- 
cessary expense of the business, it can 
deduct the payments so made. 

The proceeds will not ordinarily be 
includible in the estate of the insured 
key man for Federal estate tax purposes, 
since the employer has all incidents of 
ownership. If the key man was a stock- 
holder, the receipt of the proceeds by 
the corporation would probably in- 
crease the value of his stock for estate 
tax purposes. It is possible to resist 
this increased valuation of the stock by 
proving that the corporation sustained 
an economic loss on the death of the 
key man equal to the full amount or 
some portion of the insurance proceeds. 
If this can be proved then only the ex- 
cess of the proceeds, if any, over the 
economic loss will be added to the value 
of the stock. 

Although the penalty tax on unreason- 
ably accumulated corporate earnings is 
an area largely controlled -by individual 


fact situations, we feel reasonably cer-° 


tain that Key Man Insurance should not 


invite an Internal Revenue Service at- 
tack on this score if there is a genuine 
need to protect the business and the 
amount and type of insurance is reason- 
able in the light of the insured’s value 
to the corporation. 


Death Benefit Status 


If the employer decides to use all or 
part of the proceeds to provide a death 
benefit for the widow or family of the 
deceased key man, such payments ordi- 
narily will be deductible by the employ- 
er and may or may not be taxable to 
the recipient. Unquestionably, at least 
$5,000 may be received free of income 
tax by the widow or family. Whether 
any excess over $5,000 may be consid- 
ered as a non-taxable gift from the em- 
ployer may depend on the circumstances 
and also on the future course of litiga- 
tion instigated by the Internal Revenue 
Service. The Service has apparently 
taken the position that any death bene- 
fit in excess of $5,000 paid by an em- 
ployer cannot be a gift and must be 
taxable income. At least two court de- 
cisions disagree with this view and there 
will undoubtedly be further court tests 
of this issue. My own feeling is that the 
service is wrong and that efforts should 
be continued to have death benefits 
treated as gifts where the circumstances 
warrant it. This means that employer- 
provided death benefits must be intend- 
ed as and must conform to the essential 
elements of a gift. 

If the employer is not a corporation 
there may arise a question of gift tax 
liability with respect to these death 
benefits. So far as I know, this issue has 
not yet been raised by the Internal Reve- 
nue Service. Even in the case of a cor- 
porate employer the gift tax question 
could become an issue since, if a cor- 
poration makes a gift (assuming it can 
do so), it may be construed as a pro 
rata gift from the individual stockhold- 
ers. 

Incidentally, the actual cost of the 
death benefit which the employer pays 
from the proceeds of Key Man Insur- 


ance may be very small. Remember that 


the proceeds have been received tax free 
and that the death benefit payments will 
be deductible. Balance this against the 
net premium cost and the resulting 
actual cost almost has to be insignificant. 


Redemption 


If the deceased insured has been a 
stockholder, several interesting tax pos- 
sibilities exist with reference to the re- 
demption of part or all of his stock. 
Section 303 of the Code may be utilized, 








in a proper situation, to redeem a suff. 


cient amount of stock to pay death taxes, 7 


funeral and administration expenses, 
without incurring any income tax lia. 
bility. No prior agreement is required 
to take advantage of Section 303. Noy 
would an agreement be necessary if the 
corporation was willing to accede to a 
request to redeem all of the stock. A 
sufficient amount of surplus would be a 
pre-requisite, though, and the Key Man 
Insurance proceeds could provide that, 
The principal difficulty with the ab. 
sence of an agreement is the almost cer- 
tain dispute with the Internal Revenue 
Service as to the valuation of the stock 
for Federal estate tax purposes. An ef. 
fective agreement, fixing the value, 
would probably eliminate this difficulty, 
Ordinarily there should not be any in- 
come tax liability to the estate on the 
redemption of all of the stock, but there 
is a possibility of the attribution rules 
coming into play, and it is recommend- 
ed that plans be made in advance to 
avoid this possibility. The effect of the 
attribution rules can also be nullified in 
some cases by post death planning, but 
this procedure can be successful only 
when the circumstances are favorable. 


Funding Deferred Compensation 


The last use to be mentioned for Key 
Man Insurance is to fund a deferred 
compensation arrangement. Again it is 
not necessary to have a prior written 
agreement, but it would appear to be 
preferable. 

If there is no agreement in effect 
when the key man reaches retirement 
age, the employer may at that time de- 
cide to pay him an annual pension. If 
the employee is given only forfeitable 
rights to the continuance of the pension 
payments, he will not be in constructive 
receipt of the value of the pension and 
he will be taxed only on the payments 
as he receives them. The employer will 
ordinarily be permitted to deduct the 
payments as made. 

If there is a prior agreement to pro- 
vide deferred compensation, the cash 
value of the policy can be used to pro- 
vide the pension in the same manner as 
where there is no prior agreement. This 
does not mean that a prior agreement 
has no real value. Such an agreement 
would serve many useful purposes and 
indeed it is difficult to attract and hold 
key personnel in these times without 
some such arrangement. It is necessary 
to exercise care in the preparation of 
such agreements in order to avoid con- 


structive receipt by the employee while + 


at the same time preserving the deduc- 
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tion for the employer when the pay- 
ments ar~ made. We now have the bene- 
fit of Re enue Ruling 60-31 which clari- 


fes situs:ions which were dubious. 

It is i this area particularly that a 
trustee ayrangement can be very help- 
ful, although the services of a trustee 


may be utilized to advantage in almost 
all of the prior situations as well. 

The estate tax problem is also present 
in deferred compensation arrangements 
if there are payments to be continued 
to the family or estate of the deceased 
key man. Normally the value of such 


continuation payments will be includible 
for estate tax purposes. 

I trust that what has been said may 
give a clearer conception of Key Man 
Insurance, its flexibility, and the tax 
consequences of utilizing it in various 
ways. 
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LOANS AND DISCOUNTS . 


OTHER ASSETS 


DEPOSITS 
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SURPLUS 





Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York and by the Department of 
Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commissioner of Banks of the Commonwealth of Massachusetts. 


Statement of Condition, December 31, 1960 


ASSETS 
CASH ON HAND AND DUE FROM BANKS . 
U. S. GOVERNMENT SECURITIES AND SECURITIES 
GUARANTEED BY THE U. S. GOVERNMENT . 
STATE, MUNICIPAL AND OTHER PUBLIC SECURITIES 
OTHER MARKETABLE SECURITIES . 


CUSTOMERS’ LIABILITY ON ACCEPTANCES. 


LIABILITIES 


ACCEPTANCES: LEss AMOUNT IN PORTFOLIO 
ACCRUED INTEREST, EXPENSES, ETC. 


As Required by Law $600,000 U.S. Government Securities are Pledged to Secure Public Deposits. 


Complete Banking Facilities 


COMMERCIAL LOANS AND DISCOUNTS 
Deposit ACCOUNTS * FOREIGN EXCHANGE 
COMMERCIAL LETTERS OF CREDIT AND ACCEPTANCES 
CUSTODY OF SECURITIES 


Investment Advisory Service 


Brokers for Purchase and Sale of Securities 


MEMBERS OF PRINCIPAL STOCK EXCHANGES 


$ 70,528,506.76 


48,761,135.93 
44,934,446.00 
5,197,939.44 
87,750,419.20 
19,109,654.92 
3,131,049.40 


$279,413,151.65 











$238,466,465.55 

21,321,623.88 
6s all 739,778.68 
$ 4,000,000.00 


14,885,283.54 18,885,283.54 


$279,413,151.65 

















Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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Planning Continuation of 


Accountant's Practice 


President, The Connecticut Society of Certified Public Accountants; Bridgeport, Conn. 


EVERAL YEARS AGO, OUR PROFESSION 
.) awoke to the fact that a Certified 
Public Accountant who conducted a 
public practice, serving numerous cli- 
ents as an individual practitioner, was 
building a valuable asset which, for lack 
of a better word, might be termed 
“goodwill.” 

The service rendered by a CPA to a 
client, be it a business man, corporation, 
institution, or what, assumes a relation- 
ship of trust and reliance. It usually 
continues over a long period of years. 
The very nature of the service is highly 
confidential. The business enterprize re- 
lies on the CPA, not only for audit, his- 
torical data and analysis, income tax 
planning and advice, but also for plan- 
ning. advisory service, financial guid- 
ance, and the like. 

Through the years, the prolonged dis- 
ability or death of a CPA has invariably 
resulted in the loss of his entire prac- 
tice. The client, finding himself in the 
woods especially with the evergrowing 
demands of government for various 
types of reports, becomes anxious and 
begins to look around. He dare not 
leave himself open to penalty and inter- 
est for late filing. He needs financial 
statements for his bank or other credit 
grantor. He is therefore compelled to 
engage another CPA and, as in other 
professions, there is someone waiting 


for his call. 


The New Idea 


Mindful of this problem the Amer- 
ican Institute of Certified Public Ac- 
countants proposed that the various state 
societies initiate some plan whereby a 
disabled CPA’s practice could be main- 
tained for and returned to him when 
he regained health, and that they launch 
a course of action which would salvage 
the full value of a practice for the wi- 
dow or family of a demised CPA. 

The idea was suggested early in 1954, 
through a short article in the Institute’s 
official publication. No definite blue- 
print was offered. The several states 
were urged to consider the idea. 
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HENRY L. STERN, C.P.A. 


In the Bridgeport area the CPAs, who 
had been holding informal group meet- 
ings for the purpose of exchanging 
ideas, discussing accounting procedure, 
tax laws and regulations, discussed the 
Institute’s proposal and appointed a 
committee to consider a plan and re- 
port back. 


Birth of Bridgeport Plan 


Before the discussions reached any 
advanced stage of development, a CPA 
(whom we shall call John Doe died. The 
incident was electrifying and a plan had’ 
to be improvised immediately. The date 
was December 23, 1954. The widow and 
her attorney were contacted and told 
that the Committee stood ready to initi- 
ate action toward salvaging the value of 
John Doe’s practice. The widow’s con- 
sent was necessary for immediate action. 
No assurance could be offered. No law 
covered the case. Our professional code 
and State Society by-laws had no refer- 
ence to it. The entire plan was proposed 
on a voluntary, ethical basis, relying on 
the goodwill and cooperation of the 
Bridgeport Area CPAs. Mrs. Doe ac- 
cepted and promised to cooperate. 

We contacted John Doe’s clients im- 
mediately to ask them to stand by for 
a few days; to assure them of the avail- 
ability of competent service; to allay 
their anxiety which might be prompted 
by the proximity of the end of the cal- 
endar year. This was followed by con- 
tacting every CPA in the vicinity, ap- 
prising him of the situation and obtain- 
ing his consent to the following ar- 
rangement: 


1. If selected by a client, he would 
be ready to render immediate 
service, 

2. His fees or charge would begin 
with the same basis as John Doe’s. 

3. He would pay to the estate one- 
third of the fees he collects from 
such client, quarterly, for a period 
of three years. 


Each CPA was asked to write a letter 
to the Committee expressing his willing- 


ness to accept the terms and to keep the 
Committee apprised of the services ren- 





bec: 

dered, the fees collected and the share T 

remitted to Mrs. Doe. lici 

In general, the plan tended to yield Cer 

100% of John Doe’s gross income, am 
earned by him during the 12 months * 

prior to his death. 

The Method Pursued 

The Committee examined the records Yo 

and files of John Doe and listed the be 

clients, types of services rendered and ~~ 


fees charged. A list of the cooperating the 
CPAs was sent to the clients, with a 
letter from Mrs. Doe. Each client was 
requested to select a CPA and to author. de 
ize the Committee to turn over to him 
the file, working papers, copies of tax 
returns and other pertinent records. The 


Committee then turned over all files to ; 
the CPAs selected, together with a list Sj 
of accounts due from such clients.  ¢ 
The office furniture and equipment H 
were sold and the proceeds turned over P 
to the widow. 
The attorney for the estate of John 
Doe was advised to include the value of ly 
the practice in the inventory, so that b 
there would be no income tax problem b 
to the widow upon collection of fees. 


The value of the practice was deter- 
mined to equal the total of one year’s 
billing by John Doe prior to his death. 

The Committee, in setting out to su- 
pervise the implementation of the plan, 
prepared appropriate forms for report- ( 
ing by the participating CPAs, for mak- 
ing remittance to the estate and for pe. | 
riodic reminders when timely report was 
not made to the Committee. | 


Results 

Not all of the clients were retained by 
the original CPAs who had undertaken 
the service. In a number of instances, 
clients were dissatisfied and engaged 
other CPAs. Whenever such change en- 
tailed a CPA who had not designated 
his intention to participate in the plan. 
a telephone call was all that became ne- 
cessary to have him fall in line. 

Fee structures changed, in some in- 
stances, either upward or downward. 
The average was maintained. a 
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It took he Committee three to four 


years to c: plete the operation. The es- 
tate receiv «t a sum equal to 113% of 
the amot originally projected, the 
overage b: ng due to fees received from 
preparatic of income tax returns, 
changes i annual fees and, in one or 
two cases. additional clients who had 


not been on the list but who came in 
because 0! the plan’s appeal. 


Spread of Plan 


The Bridgeport plan was widely pub- 
licized by the American Institute of 
Certified Public Accountants and _ its 


basis and format made available to all 
CPA Societies, or their chapters, 
throughout the land. It has been offici- 
ally adopted in seventeen states and used 
in a number of cases with very good 
result. 

A similar plan for continuing the 
practice of a CPA who may be disabled 
for a prolonged period of time has also 
been adopted. The Committee, aided by 
a number of practitioners, takes over 
and serves the clients, bills and collects 
fees in the practitioner’s name and, fi- 
nally, when the CPA recovers, turns his 
practice back to him, intact. 


Thus, a spirit of cooperation has been 
created and, with it, a keen awareness 
of the value of a CPA practice, and 
proper consideration in estate planning. 
Many CPA’s have entered into contracts 
with others, on a mutual or reciprocal 
basis. Their wills contain definite in- 
structions concerning the sale or disposi- 
tion of a practice. 

Above all, certified public accountants 
throughout the country have begun to 
realize that, as our span of life is un- 
predictable, we can do unto others — 
while we live — as we would have others 
do unto us. 








Estate Planning Institute 
in New York 


The Federal Bar Association of New 
York, New Jersey & Connecticut is con- 
ducting an Estate Planning Institute on 
two Saturdays, February 18 and 25, at 
the Statler Hilton Hotel in New York. 
Among the subjects to be covered are: 
tax planning for life insurance, current 
developments in deferred compensation, 
real estate syndications, small business 
investment companies, venture capital 
opportunities, trusts in separation and 
divorce settlements. Speakers include 
Sinclair Armstrong, Emil Ernst, Harvey 
Greenfield, Henry Cassorte Smith, 
Henry Trimbell, Robert McCabe, and 
Paul Windels, Jr. 


The cost of admission, including 
luncheon, is $12 per session or $20 for 
both sessions. Further information may 
be obtained from Association President 
Harvey Greenfield, 635 Madison Ave., 
New York 22. 
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Fiduciaries Elect 


Ohio Fiduciaries Research Association: 
President: Robert E. Sipes, counsel 
for National City Bank of Cleveland 
Secretary: Josiah T. Herbert, vice 
president and secretary, Toledo Trust 
Co. 

Treasurer: Glenn A. Biggs, senior trust 
officer, Fifth-Third Union Trust Co., 
Cincinnati 


Corporate Trustees Association of Wash- 
ington: 

President: John T. Glase, vice presi- 
dent and manager of trust department, 
National Bank of Commerce, Seattle 

Vice Pres.: Charles E. Kincaid, vice 
president and trust officer, Seattle Trust 
& Savings Bank 

Sec.-Treas.: C. R. Lee, executive sec- 


retary, Washington Bankers Association, 
Seattle 
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Cash on Hand and in Banks 


Loans and Discounts . 
Bank Premises. . .. 
Other Real Estate .. 
Other Assets... ° 


Capital Stock .. 


Surplus . ..... 
Undivided Profits .. 


$ 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1960 


ASSETS 


United States Government Securities . 
State, Municipal and Other Securities 
Stock of the Federal Reserve Bauk .. 


LIABILITIES 





-$ 231,072,657.12 
301,341,289.40 
99,072,822.41 
3,300,000.00 
834,744,178.08 
4,049,353.52 
1.00 
7,077,242.55 


$1,480,657,544.08 
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22,500,000.00 
87,500,000.00 
17,451,058.81 





DEPOSITS 


Commercial and Savings 
Estates and Corporate Trust . 


- - $1,291,731,595.12 


Capital Funds $ 127,451,058.81 





Accrued Taxes, Interest, etc. 





COMMERCIAL « 





Other Liabilities ..c«cccesevevveveeece 


United States Government Securities carried at $136,128,794.10 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Valuation Reserves. 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 


70 CONVENIENT OFFICES 
Northern Ohio: 

Painesville « ee 

eens in Greater Cleveland 


¢ Bedford « Solon 
Lorain and 
SAVINGS + TRUSTS / 


Largest branch banking system between New York and California 
709,444 DEPOSITORS 


Member: Federal Deposit Insurance Corporation 





43,201,006.90 
Total Deposits 1,334,932,602.02 
ee a 13,873,459.03 
4,400,424.22 
$ 1,480,657,544.08 





Federal Reserve System 
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STATEMENT OF CONDITION 


December 31, 1960 


RESOURCES 
Cash on Hand and Due from Banks...... $262,311,710.27 
U. S. Government Securities. ...... . 202,040,054.44 


State and Municipal Securities 64,700,352.49 
Other Bonds and Securities 4,638,522.43 
Loans and Discounts. .................. 471,322,142.90 
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Federal Reserve Bank Stock............. 1,650,000.00 
Customers’ Liability on Acceptances...... 308,702.88 
Accrued Interest and Other Resources.... 5,599,466.19 
a ee ee 15,000,000.00 
Total . 2.2... -$1,027,570,951.60 
LIABILITIES 

Demand Deposits....... $794,883,227.03 

Time Deposits...... 154,069,459.21 
ge ca nnca dav aaaes $948,952,686.24 
Dividend Payable January 3, 1961........ 682,500.00 
SE ES ne ee re 308,702.88 
Reserves for Taxes, Interest, etc.......... 11,563,610.24 
General Contingency Reserve............ 5,000,000.00 

SL: ceuu ates as auead $ 27,300,000.00 

EST SSS Sa eee 27,700,000.00 

Undivided Profits....... 6,063,452.24 
‘7etal Capitel Pumie..................5. 61,063 ,452.24 
Total. ........$1,027,570,951.60 


United States Government Obligations and Other Securities carried at 
$101,149,892 are pledged to secure Public and Trust Deposits and for other 
purposes as required or permitted by law. 





‘And that, folks, is how it 
adds up here at the Harris” 
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PHILADELPHIA RENASCENCE 


Study in City Planning and Urban Renewal 


Senior Vice President, Fidelity-Philadelphia Trust Company 


Well-conceived and coordinated plan- 
ning to restore the decaying centers 
of cities can bring dollars and cents 
results far beyond the initial cost, as 
attested by the numerous projects of 
varying magnitude now in progress 
or under study throughout the coun- 
try. The author is in charge of fidu- 
ciary activities of this large Phila- 
delphia banking and trust institution 
and is, furthermore, prominent in the 
councils of several of the civic or- 
ganizations mentioned, a fact which 
he modestly fails to mention.—Editor’s 
Note. 


66 SEE A RISING NOT A SETTING SUN,” 

| said Benjamin Franklin to his fel- 
low delegates at the Constitutional Con- 
vention in 1787 as they looked at a 
chair with a sun carved on the back. 
This chair is still in Independence Hall 
and visitors are reminded of the sage 
philosopher’s remark and its applicabil- 
ity to our nation, The visitor touring 
Philadelphia is further reminded that 
Dr. Franklin’s remark also pertains to- 
day to this historic City. 

Philadelphia was a metropolitan area 
in 1790 with a population of 28,522 
people. Today, with two million inhabi- 
tants and at the hub of an area with a 
population of over four million, it is 
one of the great metropolitan centers. 
Therefore, the tremendous changes ac- 
complished during the past decade have 
significance for other major cities in- 


terested in improving their communi- 
ties. 


Major Projects 


Those who have not visited Philadel- 
phia for some years are amazed at the 
progress evident throughout the City. 
Perhaps the focal point is Penn Center. 
Since 1952, when the old Broad Street 
station of the Pennsylvania Railroad 
and the accompanying “Chinese Wall” 
were demolished, a total of $70 million 
has been invested in this central area. 
Construction includes two twenty story 
office buildings, the 1,000 room Shera- 
ton Hotel, an eighteen story transporta- 
tion center and bus terminal and a 
twenty story apartment. The Philadel- 





phia headquarters of International Busi- 
ness Machines will be housed in a new 
$10 million building, recently an- 
nounced. Completion of Penn Center 
will involve another $70 million, bring- 
ing the total to $150 million. The main 
artery in this area, Pennsylvania Boule- 
vard, was completed in 1959 at a cost 
of $15 million. The City has benefited 
financially as well as esthetically since 
the tax yield to the City is now about 


$1.5 million annually compared to 
$400,000 before the improvements 
began. 


While Penn Center is impressive and 
dramatic, it is also symbolic of the 
new spirit pervading this old City, born 
in 1681. Important redevelopment is 
also abundantly evident in the Inde- 
pendence Hall area, America’s most his- 
toric square mile. First, there is the 
clearing and landscaping of broad vistas 
both north of Independence Hall for 
several blocks and also east to the Dela- 
ware River. Second, the old, congested 
Dock Street produce area has been re- 


moved. Third, the adjacent Society Hill 
area is to be redeveloped as the Wash- 
ington Square-East project with a total 
investment of about $50 million. Early 
in 1961 construction of a $14 million 
apartment house adjoining this project 
will begin. 

In order to facilitate this renewal, the 
Food Distribution Center was created 
about three miles distant. On a 388 acre 
tract that used to be a burning dump 
now stands one of the largest and most 
modern food markets in the nation. 
Total cost upon completion in 1965 
will approximate $100 million, with the 
City investing almost $16 million which 
will be subsequently recovered. Approx- 
imately 40% of the available acreage 
has already been sold or leased. No 
federal funds have been used in this 
project. 

The largest redevelopment project in 
the United States is also now under way 
in Philadelphia. Known as Eastwick, it 
involves 2,500 acres with an ultimate 
population of 60,000. The enormity of 
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North view of the new mall which sets off the classic architectural lines of Independence Hall 
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the project, which will be predominant- 
ly residential, will require ten years for 
completion. Public funds of $100 mil- 
lion, plus private capital, will aggregate 
total investment of $250 million. Truly 
this will be “a city within a city.” 


Other Projects 


These major projects are indeed spec- 
tacular both in size and appearance but 
other equally important improvements 
have been completed during the past 
decade to form a part of the rejuvena- 
ted city. Last year the new water treat- 
ment plant was completed after five 
years of construction at a cost of $25 
million. This “push button” facility is 
the largest automatic water plant in the 
nation. Further progress has been made 
in the highway program. Brought to 
completion in 1959 was the linking of 
the Schuylkill Expressway with the new 
Walt Whitman bridge to New Jersey 
bringing through traffic from the Valley 
Forge interchange of the Pennsylvania 
Turnpike through Philadelphia to New 
Jersey without stopping. Completion of 
the Schuylkill Expressway has induced 
very heavy traffic loads symptomatic of 
the problems faced by major cities. An- 
other important freeway, the Delaware 
Expressway, will soon be under con- 
struction to run north and south gener- 
ally paralleling the Delaware River at a 
cost of $300 million, of which $200 
million will be spent in Philadelphia. 

Traffic experts claim that it takes a 
nineteen lane highway to provide the 
same capacity as a single track rapid 
transit line. The Delaware Expressway, 
despite its hugh cost, will have a ca- 
pacity of less than 10% of the mass 
transit system in the area. Since only 
60° of travelers to downtown Philadel- 
phia use mass transit, an experiment has 
been undertaken to promote utilization 
of these excellent facilities. The City, in 
cooperation with the two commuter rail- 
roads and the public transportation com- 


pany, in 1958 began a program of co- 
ordinated travel. As a result there was 
a substantial increase in the use of these 
facilities and presumably a reduction in 
the number of cars using the highways. 
This unique tripartite experiment, cost- 
ing the City $326,000 and recently ex- 
panded, is being carefully watched by 
other cities throughout the country with 
similar problems. 

Parallel improvements in other im- 
portant areas illustrate “the rising sun” 
of Philadelphia. The port facilities, 
which handle the largest import tonnage 
in the nation, continue to be modern- 
ized. Two airports, representing an in- 
vestment of almost $50 million, set new 
records in activity and income. A new 
pier is being added to Philadelphia In- 
ternational Airport which last year 
handled about two million passengers. 
The Trade and Convention Center fea- 
tured over eighty events and attracted 
815,000 persons. An expanded recrea- 
tion program and enlarged facilities 
throughout the City experience an esti- 
mated 21 million visits in a year. The 
library system circulated almost six 
million books, a new high. During the 
past decade the Philadelphia Housing 
Authority completed or placed under 
construction 5,074 homes and placed al- 
most 20,000 families. 


How It Was Done 


The foregoing examples indicate the 
magnitude of the progress in a city 
which used to be regarded as lethargic 
and unconcerned. How was this trans- 
formation accomplished? Obviously, 
such a complex group of forces cannot 
be easily summarized. However, the slo- 
gan of the World Affairs Council of 
Philadelphia is apt: “In a democracy 
agreement is not essential; participation 
is. 

Philadelphia really has participation! 
On December 6, 1948, a bi-partisan 
group of one hundred community lead- 
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ers formed the Greater Philadelphia 
Movement to “work to organize the 7 
civic minded leadership that the metro. 
politan area has long needed.” It “ig jp. 
terested in good health and better living 
conditions, in the growth of business, 
industry and employment and in all 
legislation which affects the future of 
the area — whether local, state or na. 
tional.” More important, this group ac. 
tively pursued these objectives. It was 
in the forefront of the sponsors of the 
Home Rule Charter adopted in 1952 
enabling a new reform administration 
to reorganize City government. Since its 
founding twelve years ago, GPM has de. 
voted its energies to studying problems = 
which were not receiving attention and 
seeing that projects were initiated to 
solve those problems. It is composed of 
top civic leadership, men who work and 
do not merely lend their prestige. 

In conjunction with the government 
reorganization, the City Planning Com- 
mission gained increased stature. This 
Commission was originally established 
in 1942 with a $40,000 annual budget, 
but was accorded little recognition by 
the reigning political elements, despite 
good leadership in the Commission. Un- 
der the new Charter, the Commission 
was charged with the responsibility for 


preparing the Capital Program and has » 


performed in an outstanding manner. 
The general improvement in govern- 
ment resulting from elimination of job 
patronage and installation of civil serv- 
ice examinations for practically all posi- 
tions heartened the business community. 
The Pennsylvania Railroad moved for- 
ward with the initial steps in Penn 
Center and the movement really began 
to gain momentum. 


Non-Profit Corporations 
Philadelphia is fortunate in having 
many dedicated and competent citizens 
working for these changes in govern- 


ment. The municipal reorganization and 


the subsequent attraction of highly 
skilled technicians to fill important posi- 
tions provided further impetus. Many 
non-profit corporations have been or- 
ganized. For instance, when the Food 
Distribution Center was created, GPM 
got the U. S. Department of Agriculture 
to plan it. Then GPM and the aggressive 
leadership in the Center maneuvered 
the plan through the Planning Commis- 
sion and Council with really strong 
pressures exerted. 

The Old Philadelphia Development 


Corporation, another non-profit organ- 


ization, is concerned with the vicinity of . 


Independence Hall. Property values for 
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These colonial residences in Elfreth’s Alley 
have been lived in continuously for more 
than 200 years. 





old houses in Society Hill have skyrock- 
eted in recent years. Planning for the 
area indicates a fine residential com- 
munity reminiscent of life in early colo- 
nial times but with modern conveni- 
ences. The corporation is also endeavor- 
ing to attract to the area headquarters 
activities or regional offices of national 
companies. 

Another unique organization is the 
Philadelphia Industrial Development 
Corporation, formed in 1957 by the City 
and the Chamber of Commerce of 
Greater Philadelphia, and supported 
equally by both. City Council in the 
following year designated this new crea- 
ture the official industrial development 
agent. As a separate entity PIDC has 
great flexibility and with a board of di- 
rectors composed of successful business- 
men is well suited to its task. Like other 
successful quasipublic agencies in Phil- 
adelphia it has an outstanding executive 
director. The City had been suffering a 
loss of industry as companies moved to 
the suburbs to take advantage of single 
story plants with accessibility for rail 
and trucking operations, avoiding urban 
trafic congestion. This emigration prob- 
lem has been accentuated by the aggres- 
sive redevelopment program forcing in- 
dustry to relocate. PIDC has sold or 
leased 300 acres to private industry and 
has been successful in retaining several 
companies within the City thus convert- 
ing land into higher taxable value, cre- 
ating jobs and adding to the City’s reve- 
nue through the wage tax. PIDC has 
1,000 acres in the land bank available 
for industrial and commercial usage. It 
is expected to be self-sustaining in 1961. 
The most recent announcement proposes 
construction of a new stadium to pro- 
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vide adequate facilities for baseball and 
other sports events. 


The newest non-profit corporation is 
the Passenger Service Improvement Cor- 
poration formed in 1960 by two ,rail- 
roads, the City and 23 railway unions, 
to take over railroad commuter opera- 
tions. Rather ambitious goals have been 
set but progress will depend upon fed- 
eral and state funds available to supple- 
ment the anticipated $14 million to be 
provided by the City during the next 
three years. 


Long Range Budgeting 


The capital budgeting process, highly 
developed in Philadelphia, has contribu- 
ted greatly to city-wide improvement 
under the Home Rule Charter. The City 
Planning Commission is charged with 
the responsibility of developing a six 
vear capital program. The initial year 
annually becomes the capital budget 
authorized for that year. Although this 
procedure was first treated with skepti- 
cism by some department commission- 
ers, it has now matured. The commis- 
sioners are cooperative, a deputy man- 
aging director spends almost full time 
on budget administration, and Council 
has generally followed the recommenda- 
tions of the Planning Commission. This 
has forced all departments to develop 
six year programs and do good long 
range planning. 


The City has adopted sound fiscal pol- 
icies. Total debt at the end of 1959 was 
$652 million, of which over 42% was 
self-supporting, e.g. the water and 
sewer systems, the Gas Works and some 
transit facilities. As a result of strong 
financial administration, there remains 
an unused borrowing capacity of $53 
million. The tax rate adopted is usu- 
ally held for four years. New tax sup- 
ported funds for capital purposes are 
limited to $25 million per year, with 
projects approved by the court as self- 


sustaining financed outside this limit. A 
cash down payment of 10% on all new 
capital projects is required. A subcom- 
mittee of the mayor’s cabinet reviews 
and clears all major new projects before 
submission to the Planning Commission. 


Independent Budget Review 


The Citizens’ Budget Committee, an 
independent group, reviews the fiscal as- 
pects of the program. The Citizens’ 
Council on City Planning conducts a 
project by project review of the capital 
program orally with the commissioners. 
The resulting detailed report is used by 
City Council in consideration of the 
six year capital program. The work of 
the CCCP is unequalled anywhere in the 
United States. The organization is non- 
partisan, represents about 150 different 
organizations and is composed of a 
cross section of citizens. It also arranges 
town meetings and other programs to 
have various aspects of the capital pro- 
gram presented to affected neighbor- 
hoods and groups. Because of the rigor- 
ous review conducted, the long range 
planning, and education of the citizens, 
there is wide public support for the ele- 
ments of the program. The voters have 
consistently approved the loans required 
to finance the programs in keeping with 
overall budget limitations. 


Comprehensive Plan 


As required under the Charter, the 
City Planning Commission last May re- 
leased The Comprehensive Plan. Long 
in preparation and subject to much dis- 
cussion and review, this Plan sets the 
goals for the future Philadelphia. The 
total cost is estimated at $3.5 billion 
which, at the present $25 million per 
annum rate of City expenditures plus 
funds from other sources, will take 
thirty-seven years to complete. At pre- 
dicted rates of future expenditure it 
will take twenty-eight years and on an 
optimistic basis twenty years. This 
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$3.5 billion, however, is expected to 
stimulate $9 billion private investment, 
compared with an estimated total of $2 
billion of public and private funds spent 
on renewal during the past eight years. 
The Plan is predicated upon a rela- 
tively stable City population with con- 
tinuing rapid growth in the suburbs. 
The metropolitan area with present pop- 
ulation of four million is expected to 
contain six million by 1980. The ob- 
jective is to maintain a strong, viable 
City as a center of commerce and cul- 
ture with excellent residential sections 
as well as a favorable industrial environ- 
ment. The two square miles in Center 
City — Penn’s original “greene countrie 
towne” — provide about 40% of the 
City’s output of goods, services and 
jobs. A total of $150 million is planned 
for subways and underground trolleys 
to improve accessibility. The highway 
and expressway system is hopefully de- 
signed to cope with anticipated traffic. 
Although there is not complete agree- 
ment, the Plan is intended to be a flex- 
ible, living document and all organiza- 
tions have been pleased and excited by 
its concepts. Active groups will be dis- 
cussing and reviewing the plan both on 
a functional and neighborhood basis. 
Certainly it should be able to attract 
citizen support. Although it may never 
be adopted in its entirety, it is hoped 
that final results will reflect the major 
elements and that discussions and re- 
view will not vitiate its major proposals. 


The Future 


Philadelphia has shown great spirit 
during its metamorphosis. With the pro- 
gress already shown in the City, future 
problems appear more regional in na- 
ture. High on the list is transportation. 
The Urban Traffic and Transportation 
Board, created by City Council in 1953, 
adopted a strong approach to transpor- 
tation and commuter developments are 
a direct result. Much of the thinking 
of this group has been incorporated in 
the Comprehensive Plan. The Delaware 
River Port Authority paid for an ex- 
tensive study of transportation prob- 
lems in southeastern New Jersey in re- 
lation to Philadelphia but little has been 
done with this material. Instead, the 
Penn Jersey Transportation Study has 
been organized to work along lines sug- 
gested by the Urban Traffic and Trans- 
portation Board. This comprehensive $3 
million study of all transportation re- 
quirements in the metropolitan area will 
be useful for planning mass transit and 
highways in the political, subdivisions 


in all nine counties. The Study began in - 
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1959 and is expected to take three years 
to complete. 

Leadership in the metropolitan area 
has long recognized the regional prob- 
lems which must be solved with a mini- 
mum of parochial bias. Major civic 
groups, business interests and leaders in 
academic institutions combined to cre- 
ate a new agency devoted to regional 
problems. The Ford Foundation approp- 
riated $900,000 for a period of seven 
years with a matching $900,000 to be 
provided locally during the last four 
years. As a result of the leadership and 








Penn Center’s open visizs today (see cover 
story) contrast dramatically with this 1952 
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the financial grant, the Pennsylvania- 
New Jersey-Delaware Metropolitan Pro- 
ject, Inc. known as PENJERDEL began 
functioning late in 1959, Its goals are 
to conduct research (through existing 
agencies in the area) into regional prob- 
lems and to disseminate information 
about them. It is hoped that some past 
failures in regional cooperation because 
of a variety of reasons may be avoided 
through the material developed by PEN- 
JERDEL. 


Summary 


The experience and accomplishments 
of urban renewal in Philadelphia may 
be helpful, and perhaps inspirational, to 
leaders in other cities faced with similar 


problems typical of urban civilization.. 


If major civic interests had not united 
to solve its problems, the city would 
have faced further decay and erosion. 
Business of all types, including banks 
and trust companies, had been adversely 
affected by enterprises moving out of 
antiquated facilities in the traffic con- 
gested City to the suburbs. There was 
likewise a continual increase in the 
non-white population, with older neigh- 
borhoods degenerating and slums in- 





creasing. The loss of business, deterio. 
ration of property values and the in. 
crease in lower income groups required ™ 
drastic action to preserve Philadelphia’s 
position as the heart of its metropolitan 
area. 


The cooperation of a reform admini. 
stration with civic and business inter. 
ests imbued with a sense of destiny has 
accomplished much but much yet re. 
mains to be done. The true measure of 
progress will be the ability with which 
the living conditions of everyone in the 
City are improved. New residential sec. 
tions are being constructed. Redevelop. 
ment has eliminated slum areas and 
provided improved housing. Major ur. 
ban renewal in center city has produced ~ 
luxury apartment houses attracting resi- 
dents back from the more affluent sub- 
urbs. This movement is particularly en- 
couraging to the potential for trust in- 
stitutions who provide a broad range of 
services for such customers. 


Business is now being encouraged to 
stay in the City. New business is com- 
ing in and through the unique PIDC is 
actively solicited. The resulting increase 
in job opportunities will benefit every- 
one, create new property values and 
broaden the tax base. During the past 
ten years, total deposits of the Philadel- 
phia banks have increased one-third to 
the present level of $4.1 billion, although 
some of this gain may be attributed to 
suburban branches. The assessed valu- 
ation of property in Philadelphia has 
risen from $2.9 billion in 1950 to over 
$4. billion today. By 1980 the Compre- 
hensive Plan projects a valuation of 
$7.6 billion. The continued growth of 
wealth in the area should accordingly 
afford an expanding market for fiduci- 
ary services. 


As the renascence proceeds, two new 
problems must be faced. First, the mo- 
mentum of change must not be lost. The 
Comprehensive Plan has provided a 
fresh stimulus and should thus add new _ 
zest to the entire movement. The second 
problem is regional — the interaction 
of Philadelphia and the surrounding 
metropolitan area. It is hoped that the 
two major regional organizations re- 
cently established will provide informa- 
tion useful in solving such problems. 
Certainly the proper attitude and coop- 
eration of municipal government is es- 
sential. The vital stake of all business 
interests and citizens in growth and 
success should assure continuing broad 
participation characteristic of Philadel- 
phia. 
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ASSETS 
Cash and Due from Banks . $ 744,697,535 
Securities: 
U. S. Government Securities . 383,619,582 
Securities Issued or Underwritten 
by U. S. Government Agencies . 38,390,175 
Stock in Federal Reserve Bank . 3,465,750 
Other Securities . 7,635,206 
433,110,713 
Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
or ite Ag@emeles.. . www ts 15,694,675 
Loans Secured by 
U. S. Government Securities . 38,339,207 
Other Loams. . . 2.2. ss cca 905,121,900 
~~ 959,155,782 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages ...... 16,290,988 
Conventional First eeteegen 
on Real Estate. ........ 25,000 
16,315,988 
Banking Houses and Equipment . 21,934,217 
Customers’ Liability for 
Acceptances Outstanding ... 70,097,155 
Accrued Interest and 
Other Assets. .......-. 9,309,867 
Total Assets. ........ . $2,254,621,257 
LIABILITIES 
Deposits. .... — $1,998,540,101 
Taxes and Other Pasonem ; 21,058,241 
Dividend Payable January 3, 1961 . . 2,122,416 
Acceptances: Less Amount in 
a a as ee a ee ee 74,348,414 
Otieer Liabilities. . . 2. 0 2 eo 7,961,924 


Total Liabilities ....... . 2,104,031,096 


CAPITAL ACCOUNTS 





Capital Stock (5,306,040 shares—$10 par) 53,060,400 
Rec ke ee ee ee 62,463,120 
Undivided Profits ee ee ee 35,066,641 

Total Capital Aaasente. — 150,590,161 





Total Liabilities and 


Capital Accounts. .... . $2,254,621,257 








U. S. Government Securities pledged to secure deposits and for 
other purposes amounted to $ 139,852,208. 
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SECURITY HOLDINGS OF INSTITUTIONS 


Trust Departments Hold Two-thirds of Total 
Stocks and Corporate Bonds 


billion in bonds, $23.4 billion in pre- 
ferred stocks, and $132 billion in com- 
mon stocks. 

Trust holdings (trust departments of 
banks and trust companies) of about 
$162 billion account for approximately 
63% of total institutional portfolios, 


yy DOMINANT ROLE OF INSTITUTION- 
al investors as beneficial or out- 
right holders of the nation’s corporate 
securities is clearly shown in data 
gathered by Trusts ANnp Estates for the 
seven types of institutions reporting such 
holdings to the aggregate of some $103 


CORPORATE SECURITY HOLDINGS 


(In $ Billion) 


Preferred Common 

Institution Bonds Stocks Stocks Total 
Trust Institutions (Fiduciary Funds) _. $44.8 $18.6 $99.0 $162.4 
Life Insurance Companies 45.3 1.6 3.0 49.9 
Investment Companies (Mutual Funds) 2 Pe | 14.6 16.5 
Fire & Casualty Insurance Companies... 1.6 8 8.3 10.7 
Foundations __.. See Sat ere 5.0 8 4.7 10.5 
Mutual Savings Banks _...... 4.0 i ol 4.8 
Colleges & Universities 1.0 2 2.3 3.5 


SOURCES OF DATA 
Trust Institutions: (for national banks) Report of Comptroller of the Currency as of Dec. 31, 
1959; (for state banks) State Banking Dep’ts of Ariz., Cal., Conn., Fla., Ill., Ind., Kan., Me., Mass., 
Mich., Mont., N.H., Ohio, Ore., Pa., R.I., S.C., S.D., Tex., Vt., Wash., W.Va.; other states are 


estimates as to state banks and trust companies based on known figures or ratios. Figures are as of 
dates from June ’59 to June ’60 but mostly Dec. 31, 1959. 


Life Insurance Companies: Institute of Life Insurance. 
Investment Companies: National Association of Investment Companies. 
Fire & Casualty Insurance Companies: Best’s Fire & Casualty Aggregates and Averages. 


Foundations: Ratios from 52 foundation reports applied to F. Emerson Andrews’ 1960 estimate 
of total assets for 5,113 foundations. 


Mutual Savings Banks: National Association of Mutual Savings Banks. 
Colleges: U.S. Department of Health, Education and Welfare survey as of June 30, 1958. 
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the largest portion of which — $99 pj, 
lion — is in common stocks. The next 
highest total is with the life insurance 
companies with $49.9 billion, of which 
only some $3 billion is in common 
stocks. Investment companies, both open 
and closed end, hold the third largest 
amount of corporate securities — $165 
billion — and rank second in equity 
holdings with $14.6 billion. Fire and 
Casualty Insurance companies hold 
third place in common stock holdings 
with an aggregate of $8.3 billion, 
Further details appear in the tabulation 
below. 

The figures for Trust Institutions in. 
clude funds held in all personal trust 


and agency accounts, pension trusts, * 


estates, guardianships and related fidu. 
ciary functions. The variety of classi. 
fications and valuation methods of the 
trust institutions makes it impossible to 
obtain accurate figures, but in general 
the totals given cover investments over 
which the fiduciary has investment or 
advisory powers. In fact, aggregates are 
probably understated or offset by the 
fact that many report stocks in their 
accounts at control values of $1 a share 
or at original, rather than market, val- 
ues. 

In the absence of official totals by 
type of securities held in trust depart- 
ments, the ratios obtaining in all bank- 


administered Common Trust Funds have — 


been projected as the nearest approach 
to typical fiduciary investing practice. 
These Funds now number 402 with esti- 
mated total investments of more than 
$3 billion, administered by 284 banks 
in 43 states and District of Columbia. 


A AA 


CONNECTICUT FIDUCIARIES FUND 
ELECTS OFFICERS 


Joseph Valentine, vice president and 
trust officer, Bristol Bank & Trust Co. 
was elected president of the Connecticut 
Fiduciaries Fund, Inc., at the annual 
meeting held December 14. 


Other officers elected were: Vice Pres. Ri 


— Herbert E. Carlson, senior vice presi- 
dent, New Britain Trust Co.; Treas. — 
Ray W. Howard, vice president, New 
Britain National Bank; Sec. — Clifford 
W. Fulton, trust officer, Bristol Bank & 
Trust Co. 

The Fund was organized in August, 
1958, and now has a principal value of 
approximately $2,000,000. 


A A A 

e A $50 bond was awarded to Joan Sei- 
bert of the trust investment division of 
American Security & Trust Co., Wash- 
ington, D. C., when she suggested azzo- 
graph duplicating of the trust and in- 
vestment committee reports. The sug- 
gestion saved a full day of typing. 
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be Sidelggnts ... Trade Winds... Memos... Portfolio Studies ... Funds Index . . . Reports 
ance 
hich © 
mon 
ts Ninth Annual Trust Investment Symposium 
es —__— — -§——____—_——. 
16.5 
uity 
| 1961—Year or Transition aNd Recovery 
hold 
ings 
ion, RUST INVESTMENT OFFICERS FROM A While the 58 respondents to the pre- many trustmen felt at that time that 
“ broad cross section of the United vious Symposium, (T&E, Jan. 60, p. most stocks were not on the bargain 
Y States apparently believe that the cur- 23), did not foresee the immediate counter and that the bond sector offered 
ee rent year will see recovery from the re- downturn in stock prices, in common a more attractive income haven. 
sts 7 cessionary tendencies which plagued with most other forecasters, they were On the 1961 outlook, the consensus of 
ry _ 1960 right from the opening gong. In_ definitely on record as concerned over the 63 representative trustmen is for a 
aid, retrospect, business was actually not so prospects for the stock market. A minor- modest upward movement in prices and 
the bad as the overall decline in stock prices ity remained bullish on the stock out- is disposed to fear no more than a re- 
-s would indicate, as expressed by the av- look and even the conservative element turn to last fall’s lows. Three optimists 
eral erages, but the public, investors and was of the opinion that the prevailing think 750 on the D-J industrials is an 
one non-investors alike, had become so ac- uptrend would raise the D-J industrials attainable goal, with 14 looking for 700 
oe customed to a succession of swelling “well into the 700s” before its force was or better, while 42 respondents expect a 
ave profits, new high stock prices and the spent, whereas 684 marked the top. On top in the 650-699 range, which com- 
the glowing hopes of the new decade that the downside, only 16 expected to see pares with the December 30 close of 
heir it expected this happy state to continue the 600 level violated as compared with 615.89. On the downside, it is clear 
are indefinitely. The sudden dampening of the 566 low point. Likewise, the major- that this year-end level appears insecure 
val- overblown superlatives which one riow ity was too sanguine in looking for to the majority, inasmuch as only six 
recognizes belatedly with uncanny 20-20 rising profits and dividends but, even informants expect 600 to mark the low, 
by vision came as a shock and, while un- so, there was little, if any, attrition in with 46 mentioning figures ranging 
art: welcome, may have served a good pur- dividends paid during the year on the from 550 to 599. Other guesses range 
ink- __—_—pose in heading off creation of a dan- stocks of investment caliber which large- downward to the extreme low of 450, 
ave gerously extended boom which would ly compose personal trust and pension three trustmen thinking the averages 
ach have brought its aftermath. portfolios. It will be noted also that might get into the 450-499 area. 
ice. 
- STOCKS FOR INCOME STOCKS FOR LONG TERM GROWTH 
- American Airlines _.. 2 Ingersoll Rand _.............. 4 Addressograph __-... 2 Kimberly Clark _....__.. 2 
| American Metals Climax _ 4 International Harvester _ 8 IID: sirisierniecionsermrcneniniionomniiineni - | eee 
* American Tel. & Tel, 4 Iowa-Illinois G&E 2 Aluminum Co. of Amer. . 4 Merck — 6 
American Tobacco ____.. 10 Kansas City Pr. & L. _... 2 Aluminium Ltd. 3 Minneapolis Honeywell __. 6 
mon tet 4 Kennecott Copper —_...... 5 American Home Prod. _...8 Minn. Mining & Mfg. —_... 15 
Atchison, Top. & S. Fe ._. 2 Libbey-Owens-Ford _... 2 Amer. Mach. & Foundry _ 4 Monsanto —......... 5 
Bank of America 3 May Department Stores _. 5 American Tel. & Tel. ____. 2 National Cash Register __ 3 
- Bethlehem Steel 4 Morgan Guaranty Trust — 7 Bristol Myers ——— ___ 4 National Lead 2 
sh Chase Manhattan 2 National Biscuit —...... 2 Conn. Gen. Life Ins. 3 North Amer. Aviation 2 
eut Chem. Bk. N. Y. Trust Co. 3 National Fuel Gas _........ 3 Continental Assurance ___. 2 Parke Davis... > 
ual Chesapeake & Ohio _..... 2 Niagara-Mohawk Power —_.. 2 Continental Casualty —____. FO eee 2 
sie Cincinnati Gas & Elec. _...2 Norfolk & Western _... 4 Corn IIE Sinleiticienintenate 3 Philips Lamp Works 6 
ner CLT. Financial ONY ee 3 Corning Glass _............ 9 Phillips Petroleum _. 5 
a Commercial Credit 2 Potomac Electric 2 Dow Chemical —....... 11 Procter & Gamble 4 
- Consolidated Edison 5 Public Service Elec. & Gas 5 DuPont I og. 2 
ord Consolidated Natural Gas. 3 Public Service of Indiana. 3 Eastman Kodak ne 7 Reynolds Metals _......__. 2 
c & Consumers Power ___.... 6 Republic Steel —......_...__ 2 Food Machinery a carn 2 Reynolds Tobacco __...... 2 
Continental Can 11 Socony Mobil Oil 15 General American Trans.. 2 Scott Paper —..__..... 2 
ust, Continental Insurance ____ 6 So. Calif. Edison 10 General Electric 11 Sears Roebuck 2 
“of Fireman’s Fund 2 Standard Oil Calif. ee ee cite SNR incites S 
First Nat. Bk. of Boston . 2. Standard Oil (Ind.) 8 General Tel. & Electronics. 2 Texas Instruments 8 
First Nat. Stores 2 Standard Oil (NJ.) 24 Goodyear —______ 5 Texas Utilities 3 
ng EE a EO '- eee... § 
Sej- wee Meter 4 Tenn, Gas Trans. —........-- 2 : . 
el . ere eer nen 2 Tees TT. 3 
of Freeport Sulphur a eee ery - Union Electric 4 Hercules Powder __.._. 3 Travelers Insurance _____ 5 
sh- General Motors 21 Union Pacific R.R. 3 —“_— ‘. oan 4 
_ een 2 United Gas —____ 5 Houston 1... & P. ...... a 
in- Goodrich 5 United States Steel 3 Insurance Co. of N. Amer. 2. Upjolin 5 
ug- 3 me. Gromt 2 United Shoe Mach. 2 8 ESE eee ak 40 Virginia Electric & Pr... 3 
4 Halliburton 3 Wisconsin Elec, Pr. -..... 2 International Paper —__. 2... Westinghanse . 6 
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The profit and dividend picture re- 
mains on a conservative to pessimistic 
note, as expressed by these votes: 


Earnings Dividends 
Hold Steady . 29 39 
Rise tin ae 16 
Decline a 8 


The need for flexibility in appraisal 
of industry capabilities is clearly seen 
in the sharp swings in expressed prefer- 
ences from one year to another. One 
year ago the motors came back to lead 
the parade and are now entirely elimi- 
nated. In their stead is the office equip- 
ment and labor-saving machinery group 


with 35 mentions, followed by the elec- 
trical and electronic manufacturing seg- 
ment with 29 votes, while the perenni- 
ally popular electric utilities are a close 
third at 28. Also, only one year ago 
only eight investment men mentioned 
the oils favorably, whereas they have 
come back strongly to 25 and fourth 
ranking. 


Producers and distributors of foods 
are tied with fire and casualty insur- 
ance companies at 20 votes each, with 
drugs marking up 18 supporters. Last 
years front-running choices in second 
and third rank, the chemicals and steels, 
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with 22 and 21 selections, respectively, | 


have this year fallen to a poor count 
of six each. Remaining suggestions 
cover a broad area, with leisure time. 
consumer service industries, publishing 


and printing and vending machines 


making their debut in a small way. 


The reduced number of comments — 


from our informants as compared with 
last year may be due to reluctance to 
prognosticate until such time as the out. 
look becomes clearer. Their comments 
indicate, in general, a somewhat cauti- 
ous attitude toward stock commitments 
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at this time but no evidence of a desire | 


to eliminate equities as an important 
part of a trust portfolio. 


e A tough year to make money in 
stocks is coming up! 

e 1960 was a year when fading favor- 
ites suffered by comparison with new 
favorites. Believe 1961 will make recog. 
nition of this difference more rewarding, 

e We believe that business activity will 
turn upward during the second half of 
1961 and on the assumption that stock 
prices will anticipate this upturn well 
in advance, we are not looking for any 
serious decline below current levels. 
Actually, our attitude toward common 
stocks is more optimistic now than one 
year ago and we have been increasing 
common stock ratios in certain accounts 
recently. 

e The current business trend of reces- 
sionary nature will temper the markets 
of early 1961. Should this trend turn 
around during the year, the stock market 
could well witness higher prices than 
existed in early 1960. 

e Stocks are too high considering fu- 
ture outlook and increased competition. 

e A time for caution, extra care on 
selection, emphasis on growth rather 
than buying the averages. 

e Market seems high but is obviously 
anticipating a business pick up in the 
second half of 1961. We question how 
strong any improvement may be and do 
not look for a renewal of boom condi- 
tions soon. 

e We are looking forward to a more 
successful year than 1960, but we only 
expect that the ground lost from the 
high will be regained and that by the 
end of 1961 we will be back to the 
January 1960 point of 680. 

e As the year progresses, we are like- 
ly to see greater emphsis being placed 
upon maintenance of dividends and prin- 
cipal value rather than upon capital 
appreciation possibilities. 

e We find it difficult to choose whole 
industry groups to recommend. Selection 
of individual stocks is much more im- 
portant because so many companies have 
diversified to an extent that embraces 
several industries. 

e The motto for ’61 in stocks is “Try 
not to lose money in equities.” 


TRUSTS AND ESTATES 





=< 


ely, | 


aa what members say about 











ions 
ime, | 
. T 
ig | 'T}.e STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 
Ines 
f 
ents — / 
with 
e to | — 
“a “ { “Being a small bank, and not having expert in- “I would heartily recommend the Council service 
ss ; i vestment personnel nor specialists along these with no reservations whatever. The Analytical 
aut | lines, we find the Council service a ‘lifesaver’ Reviews, Statistical Information, Guidance Lists, 
ents for us.” Relative Value Selections and last, but not least, 
sire the letters of recommendations for investment of 
tant " funds in particular accounts are clear, concise and 
We have come to depend upon the Council as . = en ere 
j : very well explained for easy trust administration. 
the backbone of our trust investment function.” 

y in | 

ay 
a “Now that we have had almost four years ex- “The personnel who head this organization are 
new perience with the Council, I do not know how we top caliber investment men.” 
Cog- could get along without it.” 
ling, © 
ee “The more I see of your work, the more I am 

0 “ Py ~ .: ° , . . . . 
nit We have been more than satisfied, and a number impressed with its caliber. Your service could cer- 
oa of times during the course of estate planning, we tainly fulfill the needs of most trust departments. 
any have informed the customer that we had this serv- I am delighted that our bank is a Council mem- 
vels, ice. That, in turn, sold the business.” ber.” 
mon 
one 
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me | a unique service for community banks 


xe | )~)=6uin need of practical trust department assistance 





turn 
rket 
than 
As one member of the Studley, Shupert Trust In- As a Council Member, you would have this staff 
- fu- vestment Council says above, the service provided and its facilities at your service at all times—by 
ion. by the Council fills the needs—and he means all of phone, by mail, by conference in your office or 
2 on the advisory needs—of most Community Bank in the Council’s offices, as circumstances may 
ther Trust Departments. require—to assist you with your individual account 
How is this accomplished? Well, first of all, the problems, to help you attain the specific objectives 
usly Council consists of a Headquarters Staff of trained, of specific accounts. 
Ro competent, trust-minded specialists. These men . In addition, the Council would keep you con- 
ryt and women have had years of practical investment tinuously supplied with trust-investment data to 
—" experience. Moreover, some have been trust officers help smooth the day-to-day management of your 
in major banks during their careers. Consequently, investment affairs ... and to help keep many an 
nore there is a first-hand knowledge among the Staff of account problem from ever arising. Importantly, 
only * a trust officer’s problems. There also is a thorough too, this data is not merely an assortment of statis- 
the understanding of his legal and moral responsibilities. tics and generalized analyses. It’s practical and 
the All of the Staff are students of securities of trust- usable. It’s in down-to-earth language that any 
the investment quality, and all are kept alert to shifting one can understand and effectively apply to trust 
, trends in the economy and their possible effect— matters. 
like- good or bad—on trust investments. All of this aid is yours at a modest annual fee 
aced In short, the Council Staff is supported not only that is well within the budget limitations of even 
wn by its own broad experience and knowledge, but the smallest bank. We will gladly send you further 
as also by its research facilities that are said to be information without any obligation on your part. 
hele second to none in the trust-investment field. Write today to Dept. TE-MS. 
‘tion 
im- 
have 
aces STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 
Ty 1617 Pennsylvania Boulevard, Philadelphia 3, Pa. / 155 Berkeley Street, Boston 16, Mass. 
y TRUST INVESTMENT 
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LEASING — SOPHISTICATED FINANCING 


For decades, leased equipment has 
been available in specialized fields but 
in recent years the range of products 
which may be leased has expanded dra- 
matically. All levels of the economy now 
function with a growing amount of 
leased equipment and almost every com- 
fort and need of life can be catered to, 
from cradle to wheelchair, beginning 
with diaper service and including linen, 
clothing, housing and_ transportation. 
Even the impersonal corporation can be 
sustained with leased equipment, rang- 
ing from typewriters and calculating 
machines to electronic accounting and 
computing devices, auto and truck fleets 
and plant and machine tools. From al- 
most unnoticed origins, both to facili- 
tate sales and as a financial instrument, 
the lease concept has matured to the 
point where it now nourishes an infant, 
but rapidly growing, industry. 

The lease is not a new financial in- 
strument, but it had never enjoyed great 
‘popularity until the last decade and its 
acceptance may well be traced to a 
change in economic concepts, or at least 
a more sophisticated approach to finan- 
cial problems. 


If one factor had to be singled out 
as the reason for the current emergence 
of leasing as a growth industry, it 
would have to be the large increase in 
corporate debt in the last decade. Due 
to demands of a rapidly expanding 
economy, corporate debt rose about 
140% from 1950 to 1959, while credit 
became tighter and, in the latter part 
of the decade, more expensive. Thus, 
multiplying capital requirements caused 
financial managers to seek other means 
of acquiring capital goods and many 
turned to leasing as the solution. Also 
contributing to its increasing use are 
the demands of defense producers, par- 
ticularly the small subcontractor, who 
does not otherwise have the financial 


resources to exist in this’ rapidly shift- 


ing environment. 
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The lease represents a departure from 
the traditional concept of asset owner- 
ship, as it involves only its use for a 
specified time. There is evidence that 
this use-value concept is gaining accept- 
ance in other areas of the economy as 
well, a case in point being the decline 
of the large, over-opulent automobile in 
favor of the compact with its stress on 
economy rather than on status. The 
stock market may well have given a 
dramatic demonstration of its prophetic 
qualities when it abandoned the asset 
value theory of establishing value and 
adopted the price-times-earnings multi- 
ple. The switch to valuing a company 
by its earning power rather than by its 
assets is a good example of the use- 
value concept in action. 

In addition to the external events 
which have fostered the growth of leas- 
ing, there are internal characteristics as 
well which have contributed to its grow- 
ing popularity, and eventually may 
prove to be the stronger stimulants. 
Basically, the lease is a financing instru- 
ment which places at the disposal of 
the lessee productive property which 
might normally tie up capital or prove 
unavailable because of financing prob- 
lems. Leasing is more expensive than 
outright ownership, but its intangibles 
can add up to dollar savings. 

One of the principal advantages 
claimed for the lessee is that the lease 
improves cash-flow by freeing capital. 
In many cases, the life of a lease is 
shorter than the allowed depreciable life 
of owned assets. The lease payments, 
legitimate costs comparable to depreci- 
ation, are higher than depreciation 
charges would be, thus the cost of the 
equipment is recovered more rapidly 
through leasing than through ownership, 
with obvious benefits to cash-flow. The 
increased cash-flow frees additional cap- 
ital which could well generate earnings 
in excess of the higher costs of leasing. 
Leasing also provides a degree of flex- 
ibility to operations not available when 
productive facilities are owned outright. 
For instance, a company may accept 
contract work and lease necessary equip- 
ment for its duration. In this way, idle 
facilities need not be maintained while 
business is slow. The lease also permits 
an increased degree of accuracy in bud- 
geting and accounting functions due to 
the fixed and ascertainable amount of 
payments. The lease can also be an im- 
portant marketing tool for equipment 
manufacturers and need not involve use 
of the manufacturers’ own capital; fi- 
nancial institutions can be utilized in 
most cases, 





An important variation from the 
straight finance contract is the service 
lease. Not a new form of financing, sery. 
ice leasing is actually an evolutionary 
advance beyond the banking function in 
that it includes maintenance and repair 
of leased property. Although its use does 
not seem a practical vehicle for the com. 
plete range of industrial equipment, jt 
nevertheless has favorable growth pros. 
pects. Principal benefits of the service 
lease are that it frees executives from 
maintenance cares and provides rela. 
tively stable cost data which facilitate 
accounting and budgeting. The addi. 
tional responsibilities of the lessor under 
the service contract carry a correspond- 
ingly greater profit potential. Profits, of 
course, depend on the lessor’s ability 
to maintain tight cost control of the 
services offered the lessee. 

A plan recently announced provides 
long term leasing arrangements for 
small office equipment, such as type- 
writers and adding machines, available 
through the producer in conjunction 
with a major leasing company. This de- 
velopment highlights the progress of 
leasing from its original application in 
high capital requirement industries, 
such as specialty freight cars and real 
estate. Either through the manufacturer 
or leasing companies set up specifically 
for that purpose, bowling equipment, 
electronic accounting and computing de- 
vices and industrial auto and _ truck 
fleets have become major leasing items. 
Leasing is also spreading rapidly in the 
consumer field where the public can 
lease autos and boats, as well as luggage 
and suits. 

American Machine & Foundry, Gen- 
eral American Transportation and In- 
ternational Business Machines special- 
ize in the service lease, as do Hertz and 
Ryder. However, the first three use the 
lease principally as a means to an end, 
to market products they produce. The 
Hertz and Ryder approach is different 
in that the lease is the item being sold. 
rather than a truck or automobile. 

The straight finance lease as an ex- 
tension of the instalment finance busi- 
ness has come into prominence recently 
through the success of such companies 
as Boothe Leasing, Lease Plan Interna- 
tional, National Equipment Rental and 
U. S. Leasing. CIT Financial has like- 
wise recently established a_ separate 
equipment leasing division, in addition 
to its considerable volume of industrial 
and other instalment receivables. 

The present success of leasing can be 
traced to the pioneering efforts of such 
companies as General American Trans- 
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portation, International Business Ma- 
chines and United Shoe Machinery, 
which have grown to major proportions 
by utilizing the lease concept. Five years 
ago anti-trust action required United 
Shoe to offer its shoe machinery for sale 
as well as lease; subsequently, lease rev- 
enue declined to a much lower, but still 
significant, 27% of volume. Hertz and 
Ryder System, newer entries in the spe- 
cialized service leasing field, are in the 
formative stage of development and ap- 
pear to possess unusual potential. 

The finance leasing of equipment 
alone is thought to have a $400 million 
annual volume currently. Further statis- 
tical identification is vague; however, 
available information suggests that leas- 
ing may be employed in greatly vary- 
ing degree by more than 50% of in- 
dustry. A limited survey indicates that 
the leasing concept is especially concen- 
trated in the petroleum market and gen- 
eral merchandising fields, with as many 
as 90% of these firms using some kind 
of lease contract. More than 60% of the 
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CONSOLIDATED 
» NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 





NN HN 





DIVIDEND No. 52 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Sev- 
en and One-Half Cents (5712¢) 
per share on the capital stock of 
the Company, payable February 
15, 1961 to stockholders of rec- 
ord at the close of business 
January 16, 1961. 
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JOHN MILLER, Secretary 
December 14, 1960 
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REGULAR 
QUARTERLY 
DIVIDEND 


The Board of Directors has 
declared this day 

COMMON STOCK DIVIDEND NO. 106 
This is a regular quarterly 
dividend of 


Payable on Feb. 15, 1961 
to holders of record at close 
of business, Jan. 20, 1961 


MILTON C. BALDRIDGE 
SECRETARY 


Jan. 5, 1961 
THE COLUMBIA 
GAS SYSTEM, INC. 
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transportation group reports long term 
leasing contracts, and the utilities and 
general industrial group about 50%. 
Despite the large number of compan- 
ies utilizing leasing, the actual estimated 
dollar amount of lease payments is still 
small, perhaps about 1% of sales. It 
also appears that leasing more frequent- 
ly shows up in companies with a high 
debt ratio balance sheet, which substan- 
tiates the argument that tight credit is 
playing an important part in the growth 
of the industry. Apparently, there are 
few obstacles in the way of further 
growth. Only a minority of companies 
report lease restrictions, against 50% 
with debt restrictions, and most cove- 
nants are connected with leased real 
estate rather than equipment. 
THOMAS M. FarRELL, Jr. 
E. F. HUTTON & CO. 
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New England Trust Conference 
Hears About Investments 


The New England Trust Conference, 
held at the Statler-Hilton in Boston 
December 9, heard Paul Sargent, well 
known Boston attorney, discuss estate 
planning, and then swung over to a con- 
sideration of trust investments, with 
emphasis on specific industries. The 
panel of Boston trustmen consisted of: 
Arthur F. Wilson, trust investment off- 
cer, State Street Bank & Trust Co., 
moderator; Frederick W. Swasey, trust 
officer, National Shawmut Bank (petro- 
leum); Edward G. Rudd, investment 
officer, Boston Safe Deposit & Trust Co. 
(chemicals) ; Edward H. Cronin, senior 
investment analyst, Old Colony Trust 
Co. (utilities); John S. Balfour, vice 
president, Merchants National Bank 
(non-ferrous metals). 

“Real Estate and Mortgage Invest- 
ments in Trusts and Pension Funds” 
were discussed by William F. Keesler, 
senior vice preswident, First National 
Bank, Boston. The dinner speaker was 
Erwin D. Canham, editor, Christian 
Science Monitor, whose remarks dealt 
with “The New President and the 


Economy.” 
A AA 


Stock Transfer Agents Meet 


At the annual meeting and confer- 
ence of The Stock Transfer Association 
held on December 3 in New York. 
George N. Armstrong, John C. Bancroft 
and Kenneth G. Morton were elected to 
the Executive Committee for a term of 
three years. Mr. Armstrong is assistant 
treasurer of American Telephone and 
Telegraph Co., Mr. Bancroft, assistant 


vice president of The Bank of New 
York, and Mr. Morton, vice president 
of The First National Bank of Chicago. 
William R. Lynch, assistant secretary 
of the Joint Committee on Simplifica- 
tion of Fiduciary Transfers, addressed 
the group on the progress and various 
aspects of the Uniform Act for the 
Simplification of Fiduciary Transfers. 
Direct tax withholding and the problems 
presented transfer agents thereby were 
discussed by William Neill, assistant 
vice president of Morgan Guaranty 
Trust Co. of New York. William J. 
Reiber, assistant treasurer, The Chase 
Manhattan Bank and Chairman of the 
Association’s Standardization Commit- 
tee, conducted the popular open forum. 
Following the Conference the Execu- 
tive Committee re-elected Edward S. 
Travers, Chairman, Mr. Bancroft, Treas- 
urer and George E. Wasko, Secretary. 
Mr. Travers is vice president of Manu- 
facturers Trust Co. of New York, Mr. 
Wasko is Transfer Agent of Atchison, 
Topeka and Sante Fe Railway Co. 





FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day declared the following quarterly 
dividends: 
50¢ per share on Common Stock. 
2834¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 
January 14, 1961 to stockholders of 
record at the close of business Decem- 
ber 29, 1960. 
Dividends on the 4.6% Cumulative 
$25 par value Preferred Stock are pay- 
able March 15, 1961 to stockholders 
of record February 28, 1961. 
RoBert A. WALLACE 
Vice President and Secretary 
December 13, 1960 
Bogota, New Jersey 

















THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 108 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 37¥2 cents 
per share payable February 15, 1961, 
to shareholders of record 
January 13, 1961. 


MILES J, DOAN, SECRETARY 
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Pacific Gas and Electric | 


Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 180 
The Board of Directors on 
December 14, 1960, de- 
clared a cash dividend for 
the fourth quarter of the 
year of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on January 16, 
1961, to common  stock- 
holders of record at the 
close of business on De- 

cember 23, 1960. 
K. C. CHRISTENSEN, 
Vice President and Treasurer 
San Francisco, Calif. 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

COMMON STOCK 


Dividend No. 204 
65 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 55 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 51 

28/2 cents per share. 


The above dividends are pay- 
able January 31, 1961 to 
stockholders of record Janu- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, January 31. 


Common Stock Dividend No. 
204 is not payable upon the 
shares of Common Stock to 
be distributed on or prior to 
February 24, 1961 as a result 
of the stock dividend de- 
clared November 17, 1960 
by the Board of Directors. 


P, C, HALE, Treasurer 


December 15, ‘@® 





Chicago Conference Surveys 
1961 Financial Horizons 


The First National Bank of Chicago 
held its annual conference for bank cor- 
respondents in that city on November 
28-29, during which experts surveyed 
1961 prospects for the economy, as well 
as for money rates and the bond mar- 
kets. The consensus is that inventory 
liquidation is continuing in « moderate 
manner but that a turning point should 
appear sometime during the first half as 
consumers begin to increase personal 
outlays which have been somewhat lag- 
gard during 1960, despite the fact that 
personal disposable income has held up 
well. 

Inasmuch as business is entering the 
new year at a reduced pace, the second 
half outlook, while not spelled out in 
detail at this time, should be the better 
one, if the prognosticators are not en- 
tirely mistaken in their timing estimates. 
Both the steel and motor industries 
should do better; electrical machinery 
to remain about static or slightly below 
1960, with appliances continuing the 
slack pace of some 5%-7% under the 
first half of 1960, while air condition- 
ing rises a small fraction. Department 
store sales and retail food distribution 
are slated for a small volume rise, with 
prices steady overall as compared with 
1960. 

The construction industry picture 
adds up to an overall decline of 5%, 
while sales of construction machinery 
are expected to show some small im- 
provement domestically against a prob- 
ably falling off in foreign volume in the 
first half. The railroad outlook hinges 
upon realistic regulation and mergers, 
seconded by modernization programs to 
translate gross into greater net profits. 
The petroleum industry, counting upon 
a normally cold winter heating season, 
with no drastic change in regulations, 
should outperform the economy in gen- 
eral, as it has held or bettered its posi- 
tion during the last year relative to 
other sectors. 

George W. Mitchell, vice president, 
Federal Reserve Bank of Chicago, com: 
mented especially upon the psychologi- 
cal influence of the deteriorating em- 
ployment situation as it affects con- 
sumer purchasing. He believes that the 
consumer will be a better customer in 
1961 than last year but it is uncertain 
when and to what degree the change 
will be reflected in the economy. 

The government bond market has 
probably already seen the major portion 
of the advance in quotations and Le 





Roy F. Winterhalter, vice president of 
the bank’s Government Department, 
warned against the risks inherent in ex. 
tending portfolio maturities in the event 
of sudden revision of the current easy 
money policy. While the business out. 
look remains uncertain, rates may ease 
slightly from present levels but the next 
major change is more likely to be on 
the upside. As a guess, Mr. Winterhalter 
mentioned the span from March to June 
when this trend might become evident. 

The ten month activity in the 1960 
municipal bond market of some $6.2 
billion new issues is running a bit be. 
low 1959 and the total will not touch 
last year’s record, according to the 
bank’s municipal specialist, vice presi- 
dent George B. Wendt. This will not be 
altered by the recent approvals by 
voters of some 88% of the $3.7 billion 
issues proposed, which is almost three 
times the 1959 figure for action at the 
polls. Hence, the outlook for an ample 
supply of obligations seems assured to 
meet the demand from institutions at- 
tracted by the favorable yields. 

C. Richard Youngdahl, executive vice 
president, Aubrey G. Lanston & Co., 
Inc., told those in attendance that he 
could find “little basis for unqualified 
bullishness regarding the bond market, 
though interest rates may work some- 
what lower.” Prospects for Treasury de- 
ficit financing, however, on a large scale 
by mid-1961 may well offset most of 
the effects on rates of a curtailment of 
private borrowing and if business be- 
gins to pick up by that time, rates one 
year hence will probably be higher than 
now. 

A discussion of problems and tech- 
niques in management of the Govern- 
ment debt, prepared by Tilford C. 
Gaines, assistant vice president, Federal 
Reserve Bank of New York, was de- 
livered by Joseph A. Smole, assistant 
vice president of the host bank. The 
difficulties faced by the Treasury in its 
continuing battle with approaching ma- 
turities are complicated by the tremend- 
ous amounts involved in its operations, 
thereby placing a premium on a clear 
insight into current conditions in the 
money markets and avoidance of tactics 
which might disrupt their equilibrium. 
In summation, Mr. Gaines stated that 
debt management is a_never-ceasing 
battle which permits “little latitude for 
basic differences of opinion on policy. 
Whatever the economic philosophy of 
the administration, the size of the debt 
and the economic consequences that fol- 
low upon its mismanagement severely 
delimit the range of alternative policies.” 
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New Issues-1Q00 


Purchased and Offered by Halsey, Stuart & Co. Inc. alone or with associates* 


Amount of 





™ A nt of iti 
Issue Tax-Exempt ‘ne Corporate “a 
$ 70,000,000 ALABAMA EDUCATION AUTHORITY} $25,000,000 BALTIMORE GAS AND ELECTRIC COMPANY 
Var. Rates Rev. Bonds (2 issues) First Ref. Mtge. Bonds, 44%% Series due 1980. . . . $11,200,000 
4,137,000 ALEXANDRIA, VA. 14,000,000 CENTRAL ILLINOIS LIGHT COMPANY 
Var. Rates Bonds First Mtge. Bonds, 4%% Series due 1990 . . . 3,700,000 
40 000,000 CHICAGO BD. OF EDUCATION, ILL.t+ 25,000,000 CHESAPEAKE AND POTOMAC TELEPHONE COM. 
3% % & 32% Bonds (2 issues) PANY OF WEST VIRGINIA 40 Year 5% Debs. Due 2000 6,800,000 
9,515,000 CINCINNATI, OHIO 125,000,000 CONSOLIDATED EDISON COMPANY OF NEW YORK, 
Var. Rates Bonds _ a ag ne Sonn ae % — R 4 1990. $230,008 
irst & Ref. Mtge. Bonds, 5 eries S due 19907. 
EER TSE dees ake tae teat 35,000,000 CONSUMERS POWER COMPANY aa 
14,525,000 DETROIT MICH ' (4 oeed mentite First Mtge. Bonds, 454% Series due 1990. . . . « « 7,000,000 
? 5 DAYTON POWER AND LIGHT COMPANY 
anette be ae Bonds & Rev. Bonds " "First Mtge. Bonds, 5%% Series Due 1990 . . . «+ 10,500,000 
,000, — = DISTRICT, MICH.+ 25,000,000 FLORIDA POWER CORPORATION saint 
irst Mtge. » 43 Series due 1990 . . «. « « 0,00 
30,000,000 EAST BAY MUNICIPAL UTILITY DIST. _ 8,880,000 ane a 
25,500,000 EUGENE, OREGON! Munn | OO 
Var. Rates Rev. Bonds. First Mtge. 4% % Bonds, SeriesG Due 1997 . . « » 13,650,000 
7,770,000 FLORIDA STATE BOARD OF EDUCATION —_7,755,000 ILLINOIS CENTRAL EQUIPMENT TRUSTS patie 
Var. Rates Rev. Bonds 3 Series, Var. Rates Ctfs. Due 1960-75 . . : « 3,255,000 
7,000,000 GREATER BATON ROUGE CONS. SEWER 12,000,000 INDIANAPOLIS POWER & LIGHT COMPANY 
DIST. LA.t+ Var. Rates Bonds First Mtge. Bonds, 454% Series, due 1990 . . . « « 5,650,000 
8,000,000 KANSAS CITY, KAN. 10,000,000 LACLEDE GAS COMPANY 
Var. Rates Rev. Bonds First Mtge. Bonds, 4%% Series due 1985 . . . « « 1,500,000 
4,750,000 io a 7,755,000 Eauipe Trust, S it tance ee tee 2.055.000 
ar. Rates Rev. Bonds rust, Series Z, 444% Ctfs. Due 1962-76 . . .« 
3,950,000 MAINE, STATE OF 35,000,000 MICHIGAN BELL TELEPHONE COMPANY ce 
2.90% Bonds 36 Year 454% Debentures Due 1996 ‘ 6,200,000 
32,500,000 MARYLAND STATE ROADS COMMIS. 60,000,000 a GAS TRANSMISSICN. COMPANY 
ON} Var. Rates Rev. Bonds (2 issues) st Mtge. Pipe Line Bonds, 54% Series due 1980 . . 4,113,000 
50,000,000 once tory STATE OFt 7,950,000 MISSOURI PACIFIC RAILROA 
Var. Rates Rev. Bonds (2 issues) Equip. Trusts, Series N, 5% & A% Ctfs. Due 1961-75 . 2,400,000 
40,000,000 po STATES TELEPHONE AND TELEGRAPH 
Var. Rates Bonds (17 issues) pee — . . 
25,000,000 NATURAL GAS PIPELINE COMPANY OF AMERICAt 
17,177,000 ———— bay greed \ oe “ain First Mtge. Pipeline Bonds, 5% Series due 1980 . . . 2,062,000 
WwW BR . 'V 
7,000,000 MINNEAPOLIS-ST. PAUL METRO. AIR. ” ad Prvg A eceatiier toes Wokeanees AS — yh 2,100,000 
4,000,000 aan te. pihicmenenes eaetiasians Refan di “yo henge tg tng oo egy 17,400,000 
’ Refunding Mtge. 4% % Bonds, Series L e1997 .. ’ . 
Var. Rates Rev. Bonds 15,000,000 NORTHERN INDIANA PUBLIC SERVICE COMPANY 
6,200,000 NEW ORLEANS, LA. First Mtge. Bonds, Series K, 44%, Due 1990. . . . 3,150,000 
Var. Rates Rev. Bonds 35,000,000 NORTHERN STATES POWER COMPANY 
220,000,000 NEW YORK STATE POWER AUTH.t+ First Mtge. Bonds, Series due 1990, 5% . 8,200,000 
Var. Rates Rev. Bonds (2 issues 45, 000, 000 NORTHWESTERN BELL TELEPHONE COMPANY 
52,096,400 ‘ ; 38 Year 4%% Debentures, Due 1998 10,850,000 
NEW YORK SCHOOL DISTRI 8 ’ 
my Var. Rates Bonds (25 issues) _ 10,000,000 ae Yous te ry = men ¥~4 (CANADA)t a sy 000 
8 wen ear ntures, lu . 
4,500,000 eee 60,000,000 PACIFIC GAS AND ELECTRIC COMPANY} esteem 
irst & Re tge. Bonds, Series () ue 1992. . 
11,221,000 OYSTER BAY & BABYLON S/D NO. 22, 72,900,000 PACIFIC TELEPHONE AND TELEGRAPH COMPANY 
N. Y.t 4.20% & 4%% Bonds (2 issues) 
64,345,000 PHILADELPHIA >A. 33 Year 544% Debentures, Due 1993 . . ... 8,300,000 
’ , R Teall ’ -t 9,720,000 a AIR LINE RAILROAD 
Var. Rates Bonds (2 issues) Equip. Trusts, Series T & U, 444% & 444% Ctfs. Due 1961-75 3,420,000 
41,282,000 PENNSYLVANIA STATE PUBLIC SCHOOL 100,000,000 ep bey BELL TELEPHONE COMPANY 
BLDG. AUTH. Var. Rates Bonds (2 issues) 5 Year 454% Debentures, Due 1995 . . . . «© « 23,600,000 
4,900,000 PIMA oe ae SCHOOL DISTS. ARIZ.+ 25,000,000 TAMPA ELECTRIC COMPANY 4,850,000 
ar. Rates Bonds First Mtge. Bonds, 5% Series due 1990 . . . « « « 850, 
55,000,000 PORT OF NEW YORK AUTHORITY { 12,000,000 TEXAS ELECTRIC SERVICE COMPANY ‘ 
Var. Rates Rev. Bonds (2 issues) 54% Sinking Fund Debentures Due 1985 . . . « « 2,500,000 
5,000,000 PUERTO RICO, CAPITAL OF 60,000,000 UNITED GAS CORPORATION 
Var. Rates Bonds First Mtge. & Coll. Trust Bonds, 5% Series due 1980 & 
6,000,000 SACRAMENTO, CALIF. 51% % Sinking Fund Debentures due 1980 . . . « « 11,050,000 
Var. Rates Rev. Bonds 18,500,000 ADDITIONAL PUBLIC UTILITY BONDS (4 issues) 10,950,000 
RSNA ASD CTS Sheena. UTE. DEST. 21,435,000 ADDITIONAL EQUIPMENT TRUST CERTIFICATES year 
CALIF.{ Var. Rates Rev. Bonds nt «s ke kh seo. Ck SX 9,885,000 


5,000,000 SAN DIEGO COUNTY, CALIF. 
Var. Rates Bonds 
7,000,000 oa DIEGO COUNTY WATER AUTH. 
RITY CALIF.t{ Var. Rates Bonds 
12,435,000 a. LOUIS, MO.t 
Var. Rates Bonds 
5,200,000 UNIVERSITY OF ILLINOIS, BD. OF 
TRUSTEES Var. Rates Rev. Bonds 
13,662,000 ree STATE OFt 
2.70% Bonds 
34,000,000 WASHINGTON, STATE OFf 
Var. Rates Rev. Bonds 
4,625,000 WEST ALLIS, WIS.t 
Var. Rates Bonds 


*, 2 





Descriptive circulars or prosp 


any of these securities upon request. 


participated only as a member of an account, 


Send For Year-End Bond Survey and Helpful Tax Chart 


Concise survey of 1960 bond market.and outlook for 
1961, and tax chart to help you determine the value of 
tax exemption in your income bracket. Write without 
obligation for folders TR-61 


, where available, and current quotations will be supplied for 


*To December 19,1960 | Issue beaded jointly by Halsey, Stuart & Co, Inc. and others. All other issues were beaded 
‘by Halsey, Stuart & Co. Inc. alone. Not included in these compilations are issues in which Halsey, Stuart & Co, Inc. 








5,700,000 bo 1- Farge SCHOOL DIST. CONN.t 
nds 

8,500,000 WHITE PLAINS SCHOOL DIST. N. Y.t 
344% Bonds 


133,285,340 ADDITIONAL TAX-EXEMPT BONDS 
108 issues) 





AND OTHER PRINCIPAL CITIES 
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INSTITUTIONAL STOCK MARKET 
ROLE ON RISE 


The two-part Tenth Public Trans- 
action Study conducted by the New 
York Stock Exchange, released in De- 
cember, again documents the  well- 
recognized trend toward greater con- 
centration of decision-making in invest- 
ment of savings in the hands of pro- 
fessional managers. The first part covers 
overall activity of September 21, while 
the second portion, devoted exclusively 
to institutions and intermediaries dur- 
ing the week of September 26, is termed 
by the Exchange the “longest sustained 
look at (their) transactions in the eight 
year history” of the studies. 

As background for this study of in- 
stitutional activity, the market touched 
the bottom of a one month decline on 
September 28 at 569 on the D-J In- 
dustrial average, as compared with 642 
on August 24. It has often been claimed 
that professional participation in the 
market is knowledgeable and therefore 
less emotional than in the case of indi- 
viduals. Even though this be true, no 
astute manager is interested per se in 
supporting the market as much as in 


VORA UNE S WaDER 


achieving the best results for his port- 
folio. Hence, the fact that net purchases 
for the entire institutional and inter- 
mediary group amounted to a mere 
309,000 shares for this week of com- 
paratively low prices hardly appears to 
constitute such an overwhelming evi- 
dence of “the stabilizing nature of in- 
stitutional transactions” as the Study 
optimistically terms it. Informed buying 
naturally tends to go into the better 
caliber issues and undoubtedly assists 
to some degree in stabilizing their mar- 
kets but the absence of extreme wide- 
open gaps in other than outright specu- 
lative vehicles may well, in the opinion 
of some informed observers, respond as 
much to conservative margins and 
better-informed public participation on 
cash basis as to institutional buying. 


While the estimate of approximately 
24% of total volume, or some 7.5 mil- 
lion shares, is slightly less than half of 
the so-called Public Individual total, it 
compares with 19.4% shown in the last 
previous full-scale study of institutional 
transactions in June 1955 and is only 
fractionally below the 24.6% top figure 
achieved in the September 1952 compila- 
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tion when volume was less than half 
that of 1960. The Exchange notes in 
its report that, while the percentage of 
institutional to total volume may not 
vary greatly, the expansion of the mar. 
ket results in a very substantial share 
flow from these sources, which represent 
the entire gamut of non-individual 
origin. 

Commercial banks and trust com. 
panies accounted for 40.1% of the 7.5 
million shares traded or just above three 
million shares, a new high for this 
group leader vs. 38.8% in June 1959 
and 33.4% in the special 1955 compu- 
tation. Next in importance, at 17.5%, 
come the mutual funds, bettering the 
16% high of 1952, while non-member 
broker/dealers only turned in 11%, re- 
flecting the steady decline in this group 
since its 24.3% high in March 1953. 
The explanation for this shrinkage is 
ascribed by the Exchange to expansion 
of member firm branch facilities and 
admission to membership of many for- 
mer non-members. 

In line with the Exchange’s continu- 
ing program to develop and expand the 
scope of the share market on the floor 
so that substantial blocks can find a 
ready market at reasonably close prices, 
it is interesting to note that analysis of 
the institutional trades finds 3.4% of 
the transactions of 1,000 or more shares 
accounting for 32.6% of the share 
volume. In the 100 through 500 share 
group, the 56% of transactions made 
up 51% of total shares handled. Mu- 
tual funds and closed-end investment 
companies showed the largest median 
size of trades with 300 shares. 

The preeminent position of New York 
City as a financial center is attested by 
its origination of nearly one third of 
total institutional share volume in the 
period under investigation. 

In contrast with the outstanding posi- 
tion of New York City in institutional 
business, the Exchange’s Part One Study 
indicates that the largest sources of in- 
dividual business seem to be moving to 
California and Texas. This survey also 
appears to confirm the trend evidenced 
in previous ones, namely, that public 
individuals, who account for the ma- 
jority of share volume, are placing more 
emphasis upon long-term investment 
than margin speculation. 


IIMF PortFrotio Expanps 


The year-end report of the Institu- 
tional Investors Mutual Fund, Inc. 
shows sustained growth during the past 
year despite generally unsettled condi- 
tions in the stock market. At December 
31, asset value of the shares was $231.66 
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STOCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 
(At Close of December 31, 1960) 











MARKET 
SHARES VALUE 
(in thousands) 
AUTOMOBILES 
6,000 General Motors $243 
( 43%) — 
BurLtpinc MATERIALS 
aoe «|W. SS. Gypeein $ 762 
(1.34%) ——— 
CHEMICALS 
10,000 American Cyanamid $ 461 
3625 E. I. du Pont de Nemours __ 679 
13,500 Hercules Powder — 1,083 
9000 Hooker Chemical 312 
4,000 Interchemical Corp. 174 
5,800 Pennsalt Chemicals 173 
6,500 Stauffer Chemical 0. = 3359 
(5.72%) $ 3,241 
CONFECTIONERY 

16500 American Chicle _ _$ 1,254 

(2.21%) _ 

CONTAINERS 
27,000 Anchor Hocking Glass ...$ 952 
7,100 Continental Can _.. 249 
9,000 Owens-Illinois Glass 839 
(3.60%) $ 2,040 
ELECTRICAL EQUIPMENT & ELECTRONICS 

6,500 General Electric _ $ 484 
3,400 Westinghouse Electric 168 





(1.15%) $ 652 
ELectricaL UTILITIES 


21,500 American Electric Power __ $ 1,236 
27,500 Baltimore Gas & Electric ___ 801 
3,000 Central and South West __ 141 
18,500 Cincinnati Gas & Electric _. 708 
8,000 Commonwealth Edison _____ 548 
6,000 Con. Edison of N. Y. 413 
16,500 Gulf States Utilities 606 
17,000 Idaho Power __ Pe 910 
6,000 Kansas City Pr. & Lt elec ae 
12,000 Louisville Gas & Electric ___ 614 
18,000 Northern States Power __ 520 
16,000 Oklahoma Gas & Electric __. 564 
7,300 Philadelphia Electric 374 
7,300 So. California Edison : 482 
10,500 Texas Utilities = 865 
20,000 Virginia Elec. & Pr. ——s«d,0773 
10,000 Wisconsin Elec. Pr. (ss 4206 
(18.76%) $10,636 
FINANCE 
40,500 Beneficial Finance 9 1,377 
8,500 Commercial Credit 604 
(3.49%) $ 1,981 
Foops 
25,000 General Foods _..... $ 1,772 
8,600 National Dairy Products _._—— 5519 
4,000 Procter & Gamble _... 549 
(5.02%) $ 2,840 
INDUSTRIAL MACHINERY 
7,000 Ingersoll Rand — $ 510 
(90%) ——— 
INSURANCE 

13,500 Continental Casualty — $ 1,207 
17,500 Hartford Fire Ins. 1,026 
27,500 U. S. Fidelity and Guar. _... 1,162 





(5.99% $ 3,394 
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5,000 
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17,000 
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4,600 
23,000 
28,300 
22,000 
14,500 


15,300 
8,500 
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11,000 


10,000 


18,000 
34,500 
5,000 
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MARKET 
VALUE 
(in thousands) 
MEDICINE AND HEALTH 
Abbott Laboratories SID 
McKesson & Robbins __. 1,200 
Mead Johnson —. 2,485 
ESSE 1,358 
Norwich Pharmacal _. 121 
Steams Drege 977 
(11.51%) $ 6.518 
NATURAL GAs 
Consolidated Natural Gas _.$ 256 
Peoples Gas Lt. & Coke _... 1,109 
(2.41%) $ 1,365 
Non-Ferrous METALS 
Aluminum Co. of Amer. _.. $ 234 
(.41%) ——— 
OFFICE EQUIPMENT 
Pitney-Bowes, Inc. - ......-§ 1,025 
(1.81%) ——— 
PAPER 
Crown Zellerbach _....... _$ 189 
( 33%) 
PETROLEUM 
Continental Oil - $ 1,394 
Halliburton Co. 213 
Louisiana Land . —.___.__ 559 
Shamrock Oil & Gas _..... 522 
Shell Oil - eee 
Skelly Oil - icicecnccn gee 
Standard Oil. (N - . welts oe : 210 
Temeos. TAG... 768 
United Carbon —....._ 696 
(9.25%) $ 5,235 
RECREATION 
Eastman Kodak __.. $ 1,676 
(2.96% o) —— 
RETAIL TRADE 
Federated Dept. Stores _.... $ 176 
Jewel Tea EI Re Re 1,156 
National Tea See ae 439 
J. C. Penney Se ee oe he 
Sears, Roebuck _._._______. 821 
(6.18%) $ 3,504 
RUBBER 
Pirestone Tire «582 
B. F. Coodmch —...__.__.. 446 
(1.73%) $ 978 
STEEL 
Bethlehem Steel - a oe 
as: |r : 831 
(2.17%) $ 1,227 
TELEPHONE 
American Tel. & Tel. —.... $ 1,071 
(129%) ——— 
TRANSPORTATION 
Atchison, Top. & S. F. —_. $ 396 
General Amer. Trans. .......... 2,751] 
Southern Pacific —........... 105 
Union Pacific... : 109 
(5.92%) $ 3,361 
Tot. Com. Stock (95.18%) $53,939 
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each, as compared with $226.07 at mid- 
year. The 978,325 shares of portfolio 
common stock were worth, at market, 
approximately $54 million at that date, 
representing 95.18% of total assets of 
$57 million, and showed an unrealized 
appreciation of over $20 million above 
cost price. This is a pooled investment 
fund operated for New York State mut- 
ual savings institutions which now num- 
bers 80 banks, 16 life insurance depart- 
ments of banks and one bank retire- 
ment plan as participants. 

The two leading industry groups re- 
main unchanged since last reported 
here (T&E, July/60, p. 663). namely, 
the electric utilities and drugs (now 
listed “Medical and Health) at 18.76% 
and 11.51%, respectively. The oils have 
now moved up from sixth position to 
third with 9.25%, followed by retail 
trade at 6.18%. The order of prefer- 
ence then continues with the insurance 
stocks, transportation (aided by inclu- 
sion of General American Transporta- 
tion, previously under “miscellaneous” ) , 
chemicals and foods. each of which 
varies between five and six per cent of 
the total portfolio. 

The following commitments are new: 
3.500 Central & South West. 4,600 Fed- 
erated Department Stores, 2,500 Nor- 
wich Pharmacal, and 4,000 Procter & 
Gamble, with reduction of only two 
holdings, namely 3,500 Mead Johnson 
and 3,000 Skelly Oil. 


Eguity Use ror RETIREMENT FUND 
In the comprehensive study of au- 

thorized and actual investments of state 

public pension funds released last May 


by the Investment Bankers Association 
of America, fifteen states were listed 
as using common stocks.” It was like- 
wise of interest that the three largest 
state funds in dollar amount remained 
among the abstainers, namely, New 
York, California and Pennsylvania. 

The tide of liberalization, however, 
continues to sweep forward inexorably 
and California may conceivably be the 
first to shatter the Big Three resistance 
if its Legislature, in its initial session 
this month, follows the recommenda- 
tions of a survey prepared for the Cali- 
fornia State Employees’ Retirement Sys- 
tem by Moody’s Investors Service, in 
association with Paul L. Howell, finan- 
cial and pension consultant of New York 
City. The well-known reasons for includ- 
ing equities in such long-term capital 
aggregates, whether private or public, 
are further buttressed in the case of 
public funds by the constant nature of 
new monies as contrasted with theoreti- 
cal potential fluctuations in the profits of 
some corporations with employee re- 
tirement plans. 

At June 30, 1960, the Fund reported 
the following bond percentages compos- 
ing its approximately $1.2 billion of 
assets: U. S. Governments (25%); 
Municipals (9%); Canadian (5%); 
Public Utilities (41%); Rail Equip- 
ments (8%); tand Industrials (12%). 
For the fiscal year ended on that date, 
the Fund earned 3.72% before expenses. 
This performance, according to the con- 
clusions of the survey, should be sub- 
stantially improved by gradually insti- 
tuting a program of equity accumulation 


*T&E, July ’60, p. 662. 
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to aggregate 25% ultimately, develop. 
ment of a real estate mortgage position 
of 20%-25% of total assets, and, finally, 
by slow replacement of government 
bonds with appropriate corporation 
bonds, all without sacrifice of funda- 
mental soundness of investment position 
for the 17,000 SERS beneficiaries now 
receiving pensions and the 225,000 cov. 
ered for future benefits. 

The survey stresses, of course. the 
superior results of long-term selective 
equity participation since the turn of 
the century as compared with the de. 
clining purchasing power of fixed-in- 
come investments. Without quoting here 
supporting statistics shown by Moody’s 
125 industrial stock averages over the 
past 20 years, it asserts that capital gains 
from this sector can prove of enormous 
importance to public funds in meeting 
post-retirement increases in living costs 
for their beneficiaries and the authors 
of the report accordingly suggest the 
advisability of establishing an optional 
variable annuity program which would 
be open to 50% equity election by par- 
ticipants. This is based upon the plan 
so successfully inaugurated by the 
Teachers Insurance and Annuity Asso- 
ciation in creating its College Retire- 
ment Equities Fund, the fundamentals 
of which have likewise been adopted by 
the Wisconsin State Employees Retire- 
ment System and the Tennessee Valley 
Authority. It should, however, be ob- 
served that good results depend upon 
the caliber of management and are not 
automatic; also, equity participation is 
wisely limited to 50% of total individ- 
ual credit, lest an abnormally adverse 
turn in the economy penalize any bene- 
ficiary too severely. 

In another sphere, the five major pen- 
sion systems which care for retired 
workers of New York City have assets 
of more than $2.8 billion, larger than 
the New York State pension totals, and 
require annual payments by the City 
of some $236 million. Although the per- 
missive investment area for municipali- 
ties was broadened last year by the State 
Legislature, even to the extent of allow- 
ing up to 10% in equities, there is no 
evidence as yet of New York City hav- 
ing availed itself of this privilege. 

Possibly a more positive policy may 
be forthcoming after completion of a 
two year study announced in early 
December by Mayor Wagner which will 
cover administration, benefits, costs and 
investment methods. Out of this may 
well come a simplified administrative 
structure or possible combination of 
several systems which cover the 225.000 
employees serving the municipality. 
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ITH THE CHANGE OF ADMINISTRA- 

\\) tions at Washington and global 
threats to the concept of a free society, 
financial practitioners, who believe in 
a voluntary economic system, should 
avoid destructive competition among 
themselves. 

Believers in prudent handling of 
money and in an open-market economy 
should stress the broad areas of agree- 
ment of various financial specialists. 
The need for a solid front is dramatized 
by a letter from an investment counsel- 
lor, who inveighed against trust officers 
and other money managers: 

“Like the practice of law and medi- 
cine, I believe investment management 
is a profession in which specialized ex- 
perience, constant vigilance and sus- 
tained intensive study are essential. It 
is important for investors to select an 
advisor free from conflicting interests 
and other time-consuming activities. 

“Investment decisions should not be 
based on sporadic advice from friends. 
Furthermore, it is doubtful whether the 
casual attention of stockbrokers, who 
dilute their efforts over hundreds or 
even thousands of heterogeneous ac- 
counts, can provide continuous impar- 
tial supervision. Brokers as advisors 
also have the traditional handicap of 
being compensated by trading commis- 
sions. 

“Banks are sometimes mentioned as 
a source advice, yet investigation shows 
that outstanding investment results are 
rarely based on the initiative of trust 
officers. Frequently they are inadequate- 
ly trained as security analysts, handi- 
capped by their legal trustee capacity, 
and conditioned to do nothing for which 
the bank might later be criticized. More- 
over, trustees usually dilute their invest- 
ment efforts with other aspects of estate 
administration, and in large banks you 
may find a trust officer ‘supervising’ 
from 500 to 1,000 or more accounts. In 
contrast, with full time devoted to in- 
vestment management, a .conscientious 


counsellor may creditably serve about - 


40 clients.” 


40 





ECONOMIC TIDES BENEATH THE MARKET .... 


MERRYLE STANLEY RUKEYSER 


MONEY MANAGERS MUST FIGHT TO PRESERVE VOLUNTARY 
PLANS AGAINST MASS REGIMENTATION 


While it must be conceded that com- 
petent investment counsellors serve a 
valuable function, they are primarily 
for the well-to-do. Most firms put a 
minimum on funds handled of $100,000 
and some even start at $200,000. Even 
for such clients, at 40 per counsellor, 
where would enough qualified ones 
come from? 


Competition or Supplement 


Before analysing the pros and cons 
of the correspondent’s militancy toward 
competitiors, I would like to set down 
other new forms of ‘competition’ in the 
realm of investment management. The 
growing prestige of common stocks as 
long-term investments in the last genera- 
tion has resulted in an effort of mutual 
funds and closed-end investment com- 
panies to offer additional services in the 
area previously occupied by life insur- 
ance companies selling annuity con- 
tracts and endowment policies. Although 
the regular commercial mutual funds 
generally add a “load” factor or selling 
charge of 8%, there are “no load” 
mutual funds handled as a sideline by 
investment counselling firms. 

In 1952 CREF, an affiliate of the 
Teachers Insurance and Annuity Asso- 
ciation of New York, operating a re- 
tirement fund invested in common 
shares instead of in fixed dollar invest- 
ments, was organized. CREF caters only 
to college faculty members and insists 
that its contracts be so!d only in com- 
bination with conventional annuities in 
amounts not to exceed 50% of the total 
amount. 

The State of New Jersey recently au- 
thorized life insurance companies cater- 
ing to the general public to offer vari- 
able annuities. Nationally, the first com- 
pany serving the general public in this 
field was the Participating Annuity 
Life Insurance Company at Fayetteville, 
Arkansas. 

The company’s president, Dr. Harold 
Andrew Dulan, Professor of Finance at 
the University of Arkansas, in referring 
to the competitive status of his opera- 








tion, indicates that results thus far ex. 
ceed expectations of most institutional 
retirement plans normally set up on an 
actuarial assumption of earnings of 
2.5% to 3.0%. In the first five full 
years of operations, the subjoined net 
rates of return to policyholders were: 
1955, 2.46%; 1956, 2.63%; 1957, 
3.17% ; 1958, 4.33%; and 1959, 3.27%. 
The company, in its annual report, in- 
dicates that “the net capital gains real- 
ized on annuitants’ funds are segregated 
from dividend income and retained in 
the annuitants’ reserve for the exclusive 
benefit of the annuitants.” 


If through change in investment pol- 
icy managers can over long periods suc- 
cessfully increase the actuarial expecta- 
tion even by a small fraction, the im- 
pact in reducing the corporate cost of 
pensions can be dramatic. In this area, 
there is keen competition between pen- 
sion plans handled by trust companies, 
on the one hand, and those managed 
under contracts with life insurance com- 
panies. Until the variable annuity was 
introduced, insurance companies were 
handicapped by their practical confine- 
ment to fixed dollar investments. 


Impact of Inflation Factor 


Dr. Dulan, in his annual report, gives 
the philosophy behind his operation: 


“Inflationary forces are basic in our 
economy today. This is in sharp con- 
trast to conditions prior to and dur- 
ing the great depression of the early 
1930’s. Principally, the change is due 
to the substitution of a managed cur- 
rency for the freely convertible inter- 
national gold standard and to the 
adoption of a philosophy of full em- 
ployment sponsorship by our govern- 
ment with the use of the national 
debt as an instrument of public policy. 


“The Employment Act of 1946 has 
set a pattern for government partici- 
pation in steps to keep employment 
high, and the most important instru- 
ment used to date has been deficit 
compensatory spending by government 
periodically, the federal budget will 
be balanced, and a wave of con- 
servatism may sweep the country; but 
as a permanent achievement on a con- 
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tinuing basis, there is serious doubt 
that a balanced federal budget is 
politically feasible.” 


Obviously the election of John F. 
Kennedy on the Los Angeles platform 
gives special timeliness to the foregoing 
appraisal of the shape of things to come. 


Dr. Dulan draws the subjoined con- 
clusion : 


“Therefore, we believe that this de- 
velopment of an underlying inflation- 
ary bias in our economy makes it 
imperative that the average man be 
protected in his retirement plan 
against this long-term downward-pres- 
sure on the purchasing power of the 
dollar . . . Before the 1930’s, bonds 
were considered the best investment 
because, as depressions developed, the 
dollar purchased more. Today, as de- 
pressions threaten, our government 
creates more dollars with the result 
that prices rise. Now common stocks 
or other equities are necessary as in- 
vestments, because, under conditions 
of inflation, variable income invest- 
ments tend to produce more income 
and tend to rise in market. Careful 
selection is, of course, necessary.” 


Political Realities 


The fund managers reserve the right 
to change investment policy at “such 
time as an important change in eco- 
nomic developments” occur. Whether 
Dr. Dulan’s analysis is oversimplified 
and even a trifle naive, is possibly be- 
side the point. The practical fact is that 
fund managers have an obligation to 
their clients to adjust to the political as 
well as conventional economic realities, 
present and prospective. This creates in 
the mind of the prudent man a schizo- 
phrenia. As a citizen, he feels an obliga- 
tion to plump for sound money and pru- 
dent economics, but in investing other 
people’s money he has to take a look 
at the election returns. 

This writer happens to believe that 
Mr. Kennedy’s bark is worse than his 
bite, and that there will be limits on 
experimentation. These restraints on 
campaign promises include the impact 
of the disturbed international balance of 
payments, the political power of the 
Congressional coalition between South- 
em Democrats and Republicans, and 
Mr. Kennedy’s own upbringing and his 
imer predilection for effective proced- 
ures, 

These specific examples of new pro- 
fesions and new techniques for appeal- 
ing to persons with savings are cited to 
emphasize the main theme. In the larger 
battle against socialization and regimen- 
lation, bankers, trust officers, investment 
fund managers, brokers, insurance com- 
pany executives and investment coun- 
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sellors are all on the same side: parti- 
sans of a voluntary, free-choice eco- 
nomic organization. Accordingly, they 
will strengthen the common cause by 
avoidance of destructive competitive 
practices which tend to lower the prest- 
ige of the voluntary system. 

This is no plea for a static situation. 
On the contrary, the first principle of 
successful operation is to be perpetually 
aware of the fact that in this dynamic 
world nothing is permanent except 
change. 


Adaptability to Personal Situations 


As of this moment in history, there 
are wide areas for cooperation among 
these practitioners in the financial field 
of self-help and individual responsibil- 
ity. Investment counsellors — whatever 
their merits or demerits — are obvi- 
ously not equipped to give the complete 
and rounded service of a bank trust de- 
partment. The arrangement with an in- 
vestment counsellor is necessarily per- 
sonal and subject to renewal each year. 
Thus, unlike a living trust set up with 
a fiduciary institution, it constitutes no 
hedge against the possibility that the 
principal may become senile or die. 
Likewise, the trust company can assure 
uninterrupted service in carrying out 
the principal’s plans and hopes. 

Moreover, for the busy individual as 
well as for the person physically or men- 
tally ill, the custodian service offered by 
banks and trust companies is uniquely 
valuable. It provides physical care and 
safekeeping of securities, compliance 
with routine such as interest collection, 
handling of rights on stocks, record 
keeping for tax purposes, and all varie- 
ties of secretarial detail. Thus, it is often 
consistent to take advice from an in- 
vestment counsellor and to have the 
trust institution act for the client in im- 
plementing the advice, and in provid- 
ing the physical care and custodianship 
of securities. 

For young persons — ambitious men 
on the way up and others with funds 
running under $100,000 — the facilities 
which banks and trust companies offer 
in the form of common trust funds 
should be stressed, where continuity of 
a trust plan is appropriate. Of course, 
to a degree the investment agency type 
of service is in competition with other 
forms of accumulation, including mu- 
tual funds, closed-end investment com- 
panies, and even variable annuities. In 
the winning of followers and client loy- 
alty, it behooves trust officers to set 
forth in simple language the variety 
and permanence of specific services of- 


fered, just as other money-managers in- 
form the public of their facilities and 
uses. 


As to the critical comment by the 
investment counsellor quoted as to the 
relative quality of advice, generalized 
talk gets precisely nowhere. Candor re- 
quires the admission that the quality 
of service varies from person to person 
and institution to institution, depending 
on competency of the officers and the 
general setup. 


Trust-Bank Qualifications 


A skilled department of investment 
management in a bank or trust com- 





Multi-Billion Dollar 
PENSION FUND 
Investment Markets 


Get these two important compilations 
of investment reports on the largest 
and most active of the nation’s Pen- 
sion Funds. Typewritten. Legal bound. 
All basic information you need to tap 
these two huge markets. 


No ] 265 LARGEST U. S. INDUSTRIAL 
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million to over $1 billion. Self man- |, 
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pany with substantial prestige has ac- 
cess to a variety of information from, 
as well as entree to, the chief execu- 
tives of companies under observation. 
Similarly trust institutions have facili- 
ties, which outside firms ordinarily lack, 
to nurse private businesses in a trust 
account and transform them into more 
valuable assets. This job of industrial 
hospitalization has been done again and 
again by outstanding trust institutions, 
from which invaluable experience thus 
gained can be applied to market and 
management analysis generally. Accord- 
ingly, it is drawing tintypes rather than 
genuine portraits of financial behavior 
to equate performance with the techni- 
cal type of institution. 

But in the struggle for customer loy- 
alty and patronage, it would be folly 
to rest on laurels. In New York, trust 
institutions are still handicapped by a 
restrictive investment statute. Adoption 
of the full “prudent man” rule would 
unquestionably strengthen the competi- 
tive position of fiduciary institutions. 
The investment fund as a whole should 
also be permitted to offset losses 
through capital gains in other holdings 
in the same fund. 

Now, as to the charge that some trust 
officers are overworked. It is foolish to 
make easy assumptions in this area. It 
would be prudent for top management 
in each company to bring in consultants 
to make an objective study of this per- 
sonnel situation. Trust companies can 
recruit skilled personnel by using im- 
agination. One reservoir is filled with 
competent and experienced men who 
were automatically retired by other in- 
stitutions at 65. Another source is 
young men just out of the university 
schools of business and finance. Obvi- 
ously, the latter group needs careful on- 
the-job training and indoctrination into 
the thinking of the institution. 

In smaller cities, where a comprehen- 
sive independent investment department 
would prove uneconomic, some fiduci- 
ary institutions draw expert knowledge 
through retaining a counselling firm or 
service. And there should be still further 
use of the correspondent facilities of 
large financial institutions in the money 
centers. This is routine in commercial 
banking, and should be extended fur- 
ther in the area of bank trust and in- 
vestment activities. 


Need for Free Selection 


The prudent procedure is for each 
segment of finance, tecognizing the 


growing competition, ‘vo, seek preference 


through inculcating greater excellence 


in its own setup, rather than through 
downgrading others seeking public fa- 
vor. As a financial observer, I think, by 
way of illustration, that the sniping 
among savings and loan associations, 
savings banks and thrift departments of 
commercial banks has deleterious ef- 
fects. While there are legitimate indi- 
vidual differences, all should be on the 
side of the self disciplines and prudent 
procedures which make a successful vol- 
untary national economy based on in- 
dividual free choice and an individual 
sense of responsibility. There’s plenty 
of work for all. 

The enemy is not necessarily the fel- 
low who may be in competition with 
you. The common enemy is the ideolo- 
gist who objects to the law of supply 
and demand, and who negates the con- 
structive effect of voluntary self disci- 
pline. Whether this common enemy is a 
professed Marxian is beside the point. 
He may be still more subtly dangerous 
if he hides his Marxian preference for 
regimentation under enticing labels of 
“liberalism.” The symptom which spots 
him is his glib assumption that govern- 
ment bureaucrats can do everything 
more effectively than individual earners 
and savers. 

The common theme, which runs 
through all purveyors of voluntary 
plans, is that the resultant arrangement 
— be it health insurance or what not — 
is tailor-made to the specific needs and 
desires of the individual. If, for exam- 
ple, the old age and survivorship an- 
nuities under administration of the So- 
cial Security Board were subject to the 
same independent supervision by state 
insurance commissions as the contracts 
sold by voluntary insurance companies, 
then certain existing practices would be 
frowned upon. For example, it is gross- 
ly misleading to create the impression 
that these retirement income benefits 
are paid to males at age 65. The stip- 
ends are in fact payable in stated 
amounts without qualification only be- 
ginning at age 72. Prior to that time, 
collection of benefits, which were pre- 
sumably financed by equal tax paymerits 
by the employer and the employee, is 
contingent on a means test. Although re- 
cent amendment slightly modifies the 
arrangement, the Law still discriminates 
against earned income and favors prop- 
erty income, that is, income from divi- 
dends, interest and rents. As the law 
stands, the aged person with no earned 
income or earned income of less than 
$100 a month may have an unlimited 
income from property and yet may col- 
lect his old age and survivorship an- 


nuity in full between 65 and 72. | 
would be deemed a scandal if a volun. 
tary insurance company in the fine print 
in an annuity contract set up a means 
test to determine whether or not the 
annuitant could collect. 

Furthermore, there is no sound actp. 
arial basis for the bias in the Social 
Security Act which gives a bigger re. 
turn on the payroll tax dollars to those 
in the very low income brackets at the 
expense of those of higher income who 
pay the maximum rate. This financial 
sleight-of-hand is based on sharing the 
relative affluence of the better paid 
worker with his less fortunate associ- 
ates. 

Likewise, in competing with volun. 
tary investment dealers in creating in- 
vestment securities, the Federal Govern. 
ment is circumscribed with rigidities, It 
offers, even in inflationary times, only 
fixed dollar investments in the form of 
government bonds, notes and short term 
certificates. On the other hand, flexible 
private finance creates opportunities for 
the individual to acquire a balanced f.- 
nancial diet, adjustable to changing f.- 
nancial conditions and prospects. 

There is a great untapped intangible 
asset in the inherent respect of Amer- 
icans for voluntary behavior—the right 
of individual freedom of choice. Unless 
practitioners of private finance are 


alert, they will gradually be foreclosed . 


by the steamroller of governmental 
short-cuts seductively offering “cradle 
to the grave security.” 

In every piece of advertising and 
sales promotion of a financial enter- 
prise, there should be an institutional 
message concerning the philosophic and 
practical benefits of a voluntary society, 
and the company’s contributions to it. 


A A A 


USEFUL USE OF WEALTH 


Banks generally are concerned with 
the welfare of their communities. It 
would be fatuous to suggest that dis- 
proportionate parts of private fortunes 
should be devoted to public uses. Yet, 
in individual situations, much wealth is 
now being dissipated in useless ways. If 
properly conserved, it could be of great 
value to society as a whole. Banks may 
well call these situations to the attention 
of their customers. To do so will often 
be a service to the individual and have 
value for the community. The appeal to 
the banks should be not so much the 
immediate value to themselves as the 
long-term value to all in the building 
of a better community through the con- 
servation and wise use of its resources. 


Louis S. Headley, President of National 
Council on Community Foundations. 
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MELLON NATIONAL BANK AND TRUST COMPANY 


Pittsburgh, Pennsylvania 


Statement of Condition, December 31, 1960 


RESOURCES 


Cash and Due from Banks 


Other Public Securities 
Other Securities 


LIABILITIES 


Federal Reserve Funds Borrowed 


CROP LAMIIEIOS....... occ cccccccccces ; 


eeeeeeeeeee 


U.S. Government Securities.......... 


eee e reese sesseeeeeeee 
eee eeerreeseeeesese 
cee eee etree eeeeeeseeseeeseeeeeseses 
eee eeere er ee eee eeeeseee 


Bank Buildings and Equipment...... 
re 


eeeeeeeeeeeeeeeeeee 


eeoeeeeereeeeeeeeeees 
eeeeeeeeeeeeeeeeeee 


TING an anc dancdccesacccces 


Reserves—Taxes and Expenses...... 


eoeeeeeeeeeeeeeeeeee 


$ 377,592,328.19 
509,345,427.57 
239,585,448.34 
9,858,428.37 
1,055,200,813.70 
20,223,932.05 
13,921,640.98 


$2,225,728,019.20 











$ 65,237,775.00 
187,295,500.00 

47 ,987,771.58 
1,854,204,344.57 
38,500,000.00 
20,823,750.03 
11,678,878.02 


$2,225,728,019.20 











Securities carried at $197,333,291.38 are pledged to secure deposits of public monies and for other purposes. 


DIRECTORS 


AVERY C. ADAMS, Chairman, Jones & Laughlin Steel Corporation 
MARK W. CRESAP, JR., President, Westinghouse Electric Corporation 
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RSD FENG. io osc oc ciscecwsiessces Chairman and President, 
Diamond Alkali Company 

BENJAMIN F. FAIRLESS, Director, Member of the Executive Committee, 
United States Steel Corporation 

PN A OY oo ckc koe kcscamiinc bier Chairman, Koppers Company, Inc. 
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WILLIAM B. GIVEN, JR. ..Chairman, American Brake Shoe Company 
EDWARD J. HANLEY, President, Allegheny Ludium Steel Corporation 
co ee | Chairman, H. J. Heinz Company 
HARRY B. HIGGINS..... Director, Member of the Executive Committee, 
Pittsburgh Plate Glass Company 


DAVID G. HILL........... President, Pittsburgh Plate Glass Company 
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Aluminum Company of America 
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- 5.2 =-——- 3¥4s8,0F =| ---- A Pie ee 
6/15/83-78 ----- Baa 
- 5.6 = mh. = 
= 4 =f 
1957 1958 1959 \960 = 1957 1958 1959 1960 1957 1958 1959 1960 
> 
—— End of Month Range of Period 
Dec. Nov. Dec. 1960 1951-59 
1960 1960 1959 Wieb-Lew ishtew 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. —............ % 3.34 3.71 5.17 5.11-3.34 5.17-1.35  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —.._._..... ¢ 3.60 3.96 5.10 5.07-3.53 5.10-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. ~_ Leap he 3.81 4.10 4.87 4.91-3.69 4.87-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%4s, 9/15/72-67 ... ............... % 3.82 3.96 4.64 4.68-3.58 4.64-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 24s, 12/15/72-67 _..... as “GF 3.77 3.96 4.56 4.59-3.56 4.58-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
3%4s, 1983-78 _. a % 3.80 3.93 4.39 4.44-3.65 4.39-2.59 (b) (b) (b) (b) 
Ss, 1995 —__ ee Ee =~ % 3.64 3.83 4.06  4.10-3.54 4.06-2.94 ar. 
2. Corporate Bond Yields = 
Aaa Rated Long Term i 4.35 4.33 4.61 4.61-4.23 4.61-2.65 2.91-2.45 2.88-2.59 ~ §.75-2.70 6.38-4.42 
Aa Rated Long Term —..____. we 4.50 4.50 4.77 4.78-4.39 4.78-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term —...____.___. % 4.72 4.69 4.92 4.95-4.60 4.92-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —....__.__. = Fe 5.10 5.09 5.32 5.37-4.97 5.32-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term —__._______. ~ % 3.11 3.12 3.49 3.55-2.99 3.65-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) j 
Aa Rated Long Term: ———__.__....... % 3.35 3.38 3.67 3.76-3.26 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78(d) (d) 
A Rated Long Term ———____._..... % 3.61 3.61 3.99 4.06-3.55 4.03-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (d) (d) 
Baa Rated Long Term —.-._-_-_ % 3.98 4.07 4.43 4.46-3.98 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields :m 
Industrials—High Dividend Series 
High Grade % 4.70 4.75 4.85 4.82-4.58 4.85-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ——.________ % 4.99 *5.03 5.24 *5.31-4.90 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series . 
Tek Grete. % 4.44 4.47 4.66 4.68-4.34 4.67-3.45 3.92-3.27(e) (e) (e) (e) 
Medium Grade —. ee 4.76 4.76 5.00 4.98-4.66 , 5.16-3.80 4,20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.87 4.83 5.04 5.06-4.70 5.12-3.77 4.24-3.40(e) (e) (e) (e) 
Medium Grade _..._>_E 5.00 5.03 5.33 5.30-4.94 5.34-4.17  4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) — ~~~ $175.22 169.92 195.43 178.62-164.91 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ~~~ ~~ 6.01 6.00 6.01 6.06-6.00 6.01-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields ~..-.-_---=—sss J 3.43 3.53 3.08 3.66-3.39 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Rond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 








Jan. 2 


5.16. 





(e)—Low Dividend Preferred Yield Averages in this series date from 
» 1946. 


(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 


*Revised. Medium grade, high dividend series preferred stock yields for Oct., 5.14; Sept., 5 
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\HERMOELECTRICITY, A BARREN PRIN- 
;. for generations, is beginning 
to bear fruit. Major breakthroughs in 
research during the past decade have 
resulted in a number of military appli- 
cations of this phenomenon which per- 
mits electricity to be generated directly 
from heat. Further applications which 
will benefit both industry and domestic 
consumers are now on the drawing 
boards or in the experimental develop- 
ment stage. 

How soon these latter products will 
become marketable depends upon still 
more research. The promise is exciting, 
although conservative estimates are that 
some years will pass before either the 
electric utility industry or appliance 
manufacturers will profit from the cur- 
rent research program. 

Thermoelectric devices electric 
generators, refrigerators, protective gar- 
ments — already are being utilized in 
our nation’s space and Armed Force’s 
programs and the future holds promise 
of direct generation of electricity on a 
scale that could revolutionize many 
basic industries. 

Experiments have already been under- 
taken to prove the merits of a system 
teaming a nuclear reactor with thermi- 
onic and thermoelectric generators to 
convert the heat of nuclear fission di- 
rectly in to electricity. 

Experimental models of such com- 
mercial products as a thermoelectric re- 
frigerator, air conditioning unit, baby 
bottle warmer and cooler and a heater- 
cooler-light unit hostess cart have al- 
ready been developed in prototype by 
Westinghouse. The potential of such 
handy consumer products looks great. 


Principle an Old One 


Thermoelectricity is by no means a 
recent discovery; first observed in 182] 
by Thomas Seebeck, a German scientist, 
he noted that electric current flows con- 
tinuously in a closed circuit composed 
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of two dissimilar metals so long as the 
junctions of the metals are maintained 
at different temperatures. 

In 1834, a French physicist, Jean 
Peltier, added to this observation when 
he noted the reverse effect, that heat 
energy is absorbed at one junction and 
liberated at the other whenever electric 
current flows within a circuit. Called the 
Peltier Effect, it accounts for the fact 
that the same system can be used to 
cool as well as heat a surface, simply by 
reversing the current within the system. 

Despite early observations of these 
phenomena, over 100 years passed be- 
fore efficiencies beyond 1% were real- 
ized from any thermoelectric device. 

In 1937, Dr. Maria Teller of the 
Westinghouse Research Laboratories, 
utilizing metals heretofore ignored, real- 
ized 7% efficiency. However. it has only 
been since World War II and principally 
in the last ten years that thermoelec- 
tricity has come into its own. 

Dr. S. W. Herwald of Westinghouse 
summed up the tremendous recent pro- 
gress in thermoelectrics when Westing- 
house announced in May 1960 develop- 
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ment of a 5,000 watt generator for the 
Navy, the most powerful thermoelectric 
generator yet developed in this country. 


“Two or three years ago, scientists 
were struggling to light a flashlight 
bulb by thermoelectric power. Last 
year we developed for the Air Force 
a 100 watt generator which could 
power electronic installations in isola- 
ted areas of the world. Now, less than 
a year later, this 50-times-more-pow- 
erful generator has been demonstra- 
ted successfully. 

“This is, indeed, heartening pro- 
gress in an area of scientific endeavor 
that was little more than a laboratory 
curiosity just a few years ago. It 
seems clear that equal progress can 
be expected in the years ahead.” 


Besides Westinghouse, other concerns 
are pioneering in thermoelectrics and 
related fields, such as GE, RCA, The 
Martin Company, Minnesota Mining 
and Manufacturing, Whirlpool and Ford 
Instrument division of Sperry Rand 
Corporation, along with other firms too 
numerous to mention. 

Their work has resulted in predictions 
of future efficiencies of thermoelectric 
devices as high as 35%, just 5% below 











Wall panels combining thermoelectric heating and cooling, plus lighting, designed by 


Westinghouse Electric eliminate unsightly appliances. 
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Gas-fired wall heater uses thermoelectric 

generator to power fan and controls. Pro- 

duced by Minnesota Mining & Mfg. Co. 

experimentally, it is independent of outside 
power sources. 





a modern steam generating plant, and 
well above that of the automobile. Fur- 
ther research may well raise present 
efficiencies of about 15% even higher. 

Blocking further progress in the field 
of thermoelectrics today is the inability 
to uncover metals or ceramics for 
thermoelements to withstand the high 
temperatures found, for example, at the 
core of a reactor, a must for large-scale 
power generation. RCA has reportedly 
developed a material that will withstand 
2,000°F. of heat. This is tops to date 
but the desired maximum for effective 
operation would resist 3,500°F. - 

One drawback to many materials in 
use today is that they perform best with- 
in a limited temperature range. This is 
being overcome, however, by combining 
thermoelements of different materials. 
each able to pick up where the last 
leaves off within a more restricted tem- 
perature range. This so-called “cascad- 
ing effect” allows waste heat from each 
successive stage down to room tempera- 
ture to be utilized, raising overall effi- 
ciencies far beyond the capacity of any 
single thermoelement. 


Further refinement of this practice is 
found in the recently developed West- 
inghouse “dual” generator. A thermi- 
onic generator which literally boils elec- 
trons from a hot surface, channels them 


through plasma — electrified gas in 
which the electrons have been stripped 
from their nuclei — and collects them 


on a cool surface, has been teamed with 
cascading thermocouples to draw power 
from a nuclear reactor directly. How- 
ever, success has been limited. About 
one watt of power has been generated 
in experiments to date. 

The obvious advantages of thermo- 
electricity are: compactness, ruggedness, 
reliability, light weight, lack of moving 
parts, noiseless operation and long life. 


Thermoelectric Products — 
Today and Tomorrow 


A look at some products being de- 
veloped or in limited use today is highly 
encouraging. Minnesota Mining 
which is reported to have developed 
thermoelectric products for the com- 
mercial market — has delivered to the 
Coast Guard a 10 watt propane fueled 
thermoelectric generator for possible 
use in lighted buoys and other naviga- 
tional devices, 

The Weather Bureau is working with 
the AEC and The Martin Company to 
develop a thermonuclear power plant 
for unmanned stations. The Bureau has 
called for a five watt generator which 
can be left untended in an isolated area 
for two or more years. First tests on 
this unit will be made within the next 
six months; if successful, more severe 
tests will be made in the Arctic next 
winter, 

The AEC has developed a five pound 
thermoelectric power source that re- 
places 1,450 pounds of conventional 
batteries and Westinghouse has devel- 
oped a_ solar-powered thermoelectric 
generator 20 inches in length which 
weighs three pounds and generates 2.5 
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watts, enough to operate a radio trans. 
mitter in a_ satellite broadcasting 
strong signal back to Earth. 


Westinghouse has also built a light 
weight radio receiver that will run ten 
days on a pint of kerosene. Such a de. 
vice could be used for weather observ. 
ation in remote areas of the world. Un. 
der Navy contract, this same firm has 
put together a three-way device — a 
combination air conditioner, space heat- 
er and refrigerator freezer. 

Whirlpool has demonstrated a water 
purification unit using thermoelements 
with simultaneous evaporation and con- 
densing action. Ultimately, such a de. 
vice might be used to purify sea water 
or to reclaim liquids in arid regions. 


Westinghouse scientists are at work 
on an air-conditioned suit which may 
eventually be a regulation uniform for 
some G.I.s. Thermoelectric heating and 
cooling principles are incorporated in 
the suit to maintain temperatures at a 
comfortable level under antarctic and 
tropical conditions. 

Despite the fact that many of these 
new products have commercial possibili- 
ties, it seems certain that they will be 
slow in coming to the fore. The best 
estimates are that it will be the mid- 
sixties before domestic consumers will 
be using thermoelectric units. 


Thermoelectricity in Space 


In the meantime, most of the hard- 
ware developed will be utilized in space 
programs, where thermoelectricity has 
already won its spurs. 

Scientists and space experts speak to- 
day of space ships, communications sat- 
ellites and weather posts on the moon. 
In each of these ventures, some form of 
power is necessary and thermoelectric- 
ity supplies a ready answer as such 
power units are lightweight, rugged, 
compact and can operate on fossil and 
nuclear fuels, as well as solar energy. 

Col. Jack K. Armstrong, assistant to 
the director of Nuclear Reactor Devel- 
opment, AEC made this eminently clear 


_ in a recent speech. The former head of 


the SNAP (Systems for Nuclear Auxil- 
iary Power) Project included the fol- 
lowing remarks: 

The solution to this problem, accord- 
ing to Colonel Armstrong, is nuclear 
power in the form either of isotopes or 
reactors producing heat which can be 
converted into electricity. SNAP 1-A, a 
125 watt auxiliary electricity system de- 
veloped for AEC by The Martin Com- 
pany, is one device mentioned by Col- 
onel Armstrong. It converts heat from 
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Hostess cart without moving parts developed by Westinghouse Electric offers separate 
heated and refrigerated compartments; powered either by wall circuit or batteries when 
used outdoors. 





radioactive cerium-144 directly into 
electricity by means of thermocouples. - 

But power for communication isn’t 
the only problem our space program 
faces which thermoelectricity can and 
is solving. Westinghouse has developed 
and demonstrated successfully what is 
described as “the world’s first ‘space’ 
refrigerator.” The compact one-cubic 
foot thermoelectric refrigerator was a 
key component of a manned capsule 
that housed an air scientist on a seven- 
day test of the equipment man must 
have to live in space. 

The thermoelectric refrigerator was a 
natural choice because it requires no 
compressor, refrigerant or apparatus 
with moving parts. To warm instead of 
cool requires a simple flick of a switch, 
reversing the flow of current. Since the 
refrigerator is a solid state device, its 
performance can’t be impaired by zero 
gravity, high acceleration or other con- 
ditions imposed by space travel. 

The Whirlpool water purification unit 
is yet another thermoelectric device 
with space applications through its abil- 
ity to reclaim liquids which, because of 
weight limitations, will have to be held 
to a minimum. 

Thermoelectric spot cooling units 
have also been developed by Westing- 
house for use in the electronic systems 
of rockets and missiles. The devices are 
capable of cooling such missile compo- 
nents as transistors, keeping them from 
overheating and failure to function. 

This last thermoelectric product is 
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one of the few now available for use in 
commercial quantities. Westinghouse is 
confident these “spot coolers” will find 
many uses in industries where small 
amounts of refrigeration are required 
at numerous and scattered points along 
processing line. 


Where do we go from here? Certain- 
ly during 1961 new techniques will be 
developed reducing the time before the 
first products of today’s massive re- 
search program find their niche in the 
home. To what extent the consumer 
(and the manufacturer of consumer 
products) will ultimately benefit from 
thermoelectricity is still a matter of con- 
jecture, but prospects look extremely in- 
teresting. In next month’s article the 
role of thermoelectricity in generating 
power at large scale plants will be dis- 
cussed. 


Energy News Notes 


Excavation and foundation work will 
begin soon for the first of three nuclear 
power plants planned for installation at 
American bases in Antarctica. The one 
under construction will eventually gen- 
erate 3,000 kw; the other two will gen- 
erate 1,000 kw each. Nuclear power will 
mean a saving to the taxpayer, since 
costs for supplying fuel oil to U. S. 
Antarctic stations range from $1 to as 
high as $11 per gallon, compared with 
14 cents in the U. S. 

Rep. Chet Holifield of California, who 
will assume chairmanship of the Con- 
gressional Joint Committee on Atomic 
Energy next year, has insisted that de- 
velopment of nuclear power plants for 
use at remote Navy and other sites must 
be stepped up. 

The M. W. Kellogg Company has re- 
vealed that it has a $764,000 develop- 
ment contract from the Navy for a 
promising new type of fuel cell power 
plant. It is indicated that this will power 
some type of ship. The new Kellogg fuel 
cell uses oxygen and an amalgam of 
sodium with mercury. 

Last month the AEC said it was con- 
sidering allowing private industry to 
work in the gas centrifuge field, which 
is a machine being developed for sepa- 
ration of fissionable uranium 235 from 
uranium 238. It is an alternative to the 
enormous gaseous diffusion plants now 
being operated by several companies un- 
der contract to the Commission. 

Among the investor-owned electric 
utility companies, important news was 
made in December when seven New 
York utilities announced they are join- 
ing with General Atomic Division of 
General Dynamics Corporation and Gen- 
eral Electric to spend at least $20 mil- 
lion over the next three years on a re- 
search program to provide competitive 
nuclear power. The project is purely re- 
search and development, but individual 
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companies can proceed to build plants 
if results are promising. The objective 
is construction of new large nuclear 
stations for use in 1967-68 when New 
York State will require added energy. 

Members of the New York State 
group, known as Empire State Atomic 
Development Associates, Inc., are The 
Niagara Mohawk Corporation, Long Is- 
land Lighting Company, New York State 
Electric and Gas Corporation, Consoli- 
dated Edison Company of New York, 
Inc., Rochester Gas and Electric Corpo- 
ration, Central Hudson Gas & Electric 
Corporation and Orange and Rockland 
Utilities. 

General Electric recently unveiled the 
world’s highest voltage transmission 
system, putting about 710,000 volts over 
a prototype transmission system near its 
plant in Pittsfield, Massachusetts. The 
highest voltages in commercial use to- 
day are 345,000 volts. GE has poured 
some $7.5 million into high voltage 
transmission research, and has pointed 
out that new higher voltages will be 
necessary to meet soaring demands for 
power. At 650,000 volts, 36 times as 
much power can be sent over the same 
wires as can be transmitted at 115,000 
volts. 

On the petroleum front, The Chase 
Manhattan Bank’s review of the situa- 
tion in November asserted that “there 
are several reasons for suspecting that 
gas may even force oil heat into a phase 
of decline.” The bank’s review noted 
that gas has a “substantial price advan- 
tage at the consumer level in a majority 





of the nation’s space heating markets,” 
that the use of gas for space heating 
has been promoted more aggressively 
than oil, and that residential builders 
have demonstrated a preference for gas 


heat installations. The Chase review 
concludes: “Unless there should be sev- 
eral rather abrupt changes in the cur- 
rent situation, the evidence at hand sug- 
gests that oil may lose this competitive 
battle.” 

Considerable interest — but no elec- 
tricity —- was generated when Interna- 
tional Telephone & Telegraph Corp. re- 
vealed January third that it has been 
working on an approach to nuclear 
fusion since as early as 1956. IT&T re- 
luctantly released the news, which it 
termed “preliminary” because of rumors 
that had been circulating. The IT&T 
experiments, aimed at harnessing energy 
released by the fusion of hydrogen 
atoms, are being conducted under the 
direction of Dr. Philo T. Farnsworth. 
Apparently IT&T is planning a work- 
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USS Long Beach, Navy's 
first nuclear-powered sur. 
face vessel, under con. 
struction at Bethlehem 
Steel Co.’s Quincy, Mass, 
shipyard. The Long 
Beach, 721 feet in length 
and 73 feet in beam, will 
be equipped with guided 
missiles. 





ing model. No government funds are in. 
volved. The IT&T concept differs from 
the “pinch effect” concept being ex- 
plored in other laboratories. It has been 
proposed by various scientists but had 
not been thought promising. 


Finally, there is the announcement 
that a United Nations Conference on 
New Sources of Energy will be held at 
Rome from August 21 to 31, 1961. The 
U.N. Conference will consider practical 
problems and experience in utilization 
of solar energy, wind power and geo- 
thermal energy. 


In a review of potential “Profits in 
Solar Energy,” George O. G. Lof, con- 
sultant and staff member of the Univer- 
sity of Wisconsin and Resources for the 
Future, Inc., concluded: 


“Broadly speaking, it requires 200 
to 500 pounds of total rocket weight 
on Earth to place one pound of pay- 
load in orbit. Therefore, a premium 
is placed on miniaturization and light 
weight components . . . Our scientific 
progress is indeed hampered when a 
large fraction of our payload goes to 
power a small fraction of intelligence 
equipment or when a large fraction 
of equipment, through lack of endur- 
ing power sources, causes our final 
achievement to become unintelligible 
garbage in space... .” 


“In the broad view, solar energy 
potentially has all the applications of 
conventional energy sources . . . Sev- 
eral products are already being made 
and profitably sold to individual users 
for converting solar energy to heat 
and for small electrical applications. 
Water heaters, cooking units, toys and 
solar cells represent this group. On 
the horizon are several domestic prod- 
ucts such as cookers, refrigerators, 
and water distillers for use in other 
parts of the world where energy is 
expensive. 


“The major profits in solar energy 
equipment and materials, as far as 
the next few decades are concerned, 
will be in house heating and cooling 
equipment. In active development now, 
these applications will take place at 
an accelerated rate as production 
economies are achieved and domestic 
fuels become more costly.” 
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een 5 Commonwealth Investment Co. 59.7 74.2 659.7 57.6 84.0 208.3 204.0 165.1 2.94 2.99 5 
sl 6 Diversified Investment Fund, Inc. —.-______ 63.7 74.3 63.7 — 88.0 212.2 204.8 156.5 3.65 3.87 6 
7 Eaton & Howard Balanced Fund 62.8 70.9 59.9 67.0 96.3 203.4 199.5 166.2 ass 6 6BlCT 
8 Fully Administered Fund (Group Securities) —_ 71.0 78.9 68.3 87.0 96.4 168.8 158.8 126.9 3.95 3.81 8 
ent 9 General Investors Trust 57.38 80.7 55.4 91.7 97.2 203.0 198.0 138.8 3.78 3.75 9 
pe 10 Investors Mutual 67.3 71.6 63.6 — 96.8 195.2 192.2 170.8 3.32 3.47 10 
11 Johnston Mutual Fund 75.6 79.9 56.4 ay 96.6 253.4 253.4 206.5 2.26 2.86 11 
at 12 Massachusetts Life Funda 58.0 69.2 658.0 — O72 1864 179.5 159.5 336° ¢€22 2 
The 13 National Securities—Income series —_. 84.7 91.8 838.0 — 96.8 188.3 171.3 135.6 4.58 4.78 13 
ical 14 Nation-Wide Securities 61.8 544 62.3 82.3 97.2 181.9 | 181.9 143.9 3.46 3.48 14 
jon 15 George Putnam Fund 73.7 744 63.3 83.5 97.5 2387.4 237.2 186.7 2.78 3.00 15 
; 16 Scudder Stevens & Clark Balanced Fund —__.___ 63.8 67.8 58.7 74.6 97.3 187.6 181.1 141.3 3.12 3.09 16 
a 17 Shareholders Trust of Boston 49.0 72.9 49.0 — 96.3 217.9 215.8 155.4 3.56 3.638 17 
> 18 Stein Roe & Farnham Balanced Fund —_—-___ 59.5 64.8 651.6 — 96.8 247.8 247.8 203.8 2.80 2.69 18 
in 19 Wellington Fund 57.8 68.0 57.8 70.9 97.3 200.4 200.3 156.1 3.18 3.18 19 
- 20 Whitehall Fund 50.4 58.0 50.4 — 95.8 204.1 196.5 145.2 3.60 3.55 20 
‘ie | FLEXIBLE FUNDS 73.3 95.8 249.2 240.1 184.3 2.91 3.07 
= 21 Broad Street Investing Corp. 88.0 88.5 717.3 65.1 93.7 284.8 269.5 217.0 3.35 3.47 21 
' 22 Delaware Fund 87.4 943 84.3 69.3 95.3 242.8 231.5 157.0 2.64 2.90 22 
200 23 Dreyfus Fund 84.4 99.9 52.7 — 96.6 402.6 397.2 330.1 2.18 2.03 23 
eht | %4 Fidelity Fund 80.2 96.2 80.2 — 95.4 302.4 286.9 235.0 282 886 24 
ay. | 25 Institutional Foundation Fund = 79.7 88.5 79.7 — 95.5 238.0 233.7 170.7 3.51 3.81 25 
ium || 2% Knickerbocker Fund 93.7 95.5 63.0 | 101.0 96.4 194.6 | 176.1 115.4 | 3.17 3.37 26 
os | 27 Loomis-Sayles Mutual Fund 64.9 60.1 49.5 60.5 96.6 187.8 187.8 133.0 3.09 3.06 27 
tific | 28 Mutual Investment Fund 79.4 84.0 55.8 74.6 95.7 184.3 172.2 126.1 2.97 2.98 28 
» 2% New England Fund 57.5 66.8 538.2 78.4 97.2 179.1 179.0 135.1 3.48 3.57 29 
22 8s Selected American Shares 88.8 97.6 81.1 74.0 94.8 257.7 243.6 165.1 2.61 2.90 30 
8 to ~ 31 Sovereign Investors 95.3 97.7 91.3 98.3 98.2 284.6 255.6 226.3 3.45 3.59 31 
oped 32 State Street Investment Corp. 90.2 93.9 81.2 56.8 95.38 219.5 | 218.5 135.7 2.39 2.45 32 
tion |) 3 Wall Street Investing Corp. 83.0 88.2 80.6 — 96.1 269.5 | 269.5 245.5 | 2.68 2.88 38 
_ % Wisconsin Fund, Inc. 86.9 98.6 177.4 54.8 95.4 241.7 240.3 188.4 2.44 2.96 34 
- COMMON STOCK FUNDS 65.3 94.7 314.1 303.0 235.7 2.65 2.78 
rey 35 Affiliated Fund* 85.1 89.9 84.5 61.0 93.6 240.0 239.7 172.6 3.18 8.28 35 
a 36 Bullock Fund 84.7 88.5 176.7 68.0 94.6 277.7 266.7 189.3 2.80 2.76 36 
aie 37 Dividend Shares 89.5 89.5 81.6 73.5 93.6 243.5 243.5 191.2 285 2D7 387 
on oe 38 Eaton & Howard Stock Fund 89.2 89.2 178.3 62.2 95.2 311.0 306.9 266.5 2.47 242 38 
wen * 39 Fundamental Investors 97.6 99.2 96.7 54.5 94.4 307.8 | 287.2 233.2 2.36 2.63 39 
t / 40 Group Securities—Common Stock —.-_-_--_= 98.6 99.1 90.4 — 95.1 245.0 229.5 174.8 408 4.34 40 
hea 41 Incorporated Investors 88.1 98.0 88.1 59.8 96.6 326.8 297.1 215.7 1.99 222 ai 
oe | 42 Investment Company of America 81.4 95.5 76.6 64.1 94.1 305.5 305.5 206.6 2.39 2.45 42 
= _% Keystone Growth Common (S-3) | 97.4 97.7 91.0 71.7 97.4 356.6 | 329.2 210.8 1.99 2.19 43 
d | 4 Massachusetts Investors Growth Stock Fund __ 95.4 99.3 92.9 69.6 94.7 406.8 406.2 342.3 1.62 1.70 44 
rod- 45 Massachusetts Investers Trust 98.1 99.7 97.3 76.6 95.3 332.6 813.2 279.6 8.02 3.11 45 
Ors, 6 National Investors 98.8 99.3 96.4 57.6 92.7 387.8 | 383.7 299.0 1.68 2.06 46 
ther {i National Securities—Stock Series —.._ _| 98.0 98.9 93.9 — 93.6 247.0 | 219.7 164.4 4.35 4.44 47 
y * 48 T. Rowe Price Growth Stock Fund = 85.8 87.8 172.1 — 946 452.1 452.1 369.3 1.84 2.02 48 
4] Scudder Stevens & Clark Common Stock Fund 95.6 99.2 91.6 — 94.5 308.5 293.9 236.9 2.53 2.59 49 
orgy 0) United Income Fund 91.2 97.2 89.3 — 95.4 278.3 274.5 219.5 3.22 3.34 50 
as 
— 30 STOCK INDEX (Standard and Poor’s)® ____ _ — -= —_ 70.7 94.3 343.2 328.5 _— — — 
ae CONSUMERS PRICE INDEX (B.1LS.)2 —_-_ —_— —« 58.5 100.0 125.1 —_- — —_- — 
e at [— 
tion : .~Adjusted to June 30, 1950 base; *—Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. 
astic » *~Asset value subject to final audit. 
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INVESTMENT COMPANY NOTES 





Charitable Gift Benefits 
Limited by Recent 
IRS Rulings 


Under a ruling issued by the Internal 
Revenue Service on December 27 (Rev- 
enue Ruling 60-385) capital gains dis- 
tributions of investment companies can 
no longer be safely treated as income 
and paid to the life tenant of a trust 
with a remainder to charity. If the 
trust instrument gives either mandatory 
or permissive authority to the trustee to 
distribute realized gains to the income 
beneficiary or if it could be understood 
to do this under applicable state law, 
no deduction for the charitable remain- 
der is allowed for income, estate or gift 
tax purposes. The ruling, applicable to 
gifts made after December 31, 1960, re- 
verses a former ruling permitting such 
distributions to go to the income bene- 
ficiary without adverse tax conse- 
quences. The reasoning of the Service 
is that when the gains distribution goes 
to the life tenant there is an insevera- 
bility of the charitable from the non- 
charitable interest and no formula has 
been found for evaluating the charitable 
interest. 

The decision shows an intent of the 
authorities to crack down on charitable 
trusts since it follows closely upon Rev- 
enue Ruling 60-370 (see this issue, p. 
85) taxing to the donor gains realized 
from the proceeds of donated securities 
reinvested in tax-exempts. Under this 
ruling when a donor transfers appreci- 
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ated property to a charitable organiza- 
tion which is under an express or im- 
plied obligation to exchange the prop- 
erty for tax-exempts, the donor is treat- 
ed as having given the proceeds of the 
sale and realized the sale himself. 

Martin H. Proyect, Director of Estate 
Planning for Calvin Bullock, Ltd. has 
observed the following for this column 
relative to the latter ruling: 


All is not lost, since tax experts 
agree that this ruling only applies to 
the specific situation where there is 
a sale or exchange and a reinvestment 
of the proceeds in tax-exempt secur- 
ities. While the rationale behind the 
ruling — the donor is treated as hav- 
ing sold the appreciated property and 
contributed the proceeds — would ap- 
pear to cover all situations regardless 
of how the proceeds are reinvested, 
the ruling is specifically limited. Thus 
it is stated, “Any change in existing 
Internal Revenue Service position 
with respect to transfers of property 
not involving such sale or exchange, 
and reinvestment in tax-exempt se- 
curities, will be prospective only.” 

Thus, until the Internal Revenue 
Service issues another ruling which 
expressly extends capital gain liability 
to a donor who transfers appreciated 
property to a charitable trust or ex- 
empt organization and has the pro- 
ceeds reinvested in mutual fund 
shares or other taxable securities, the 
donor could still follow older rulings 
on this subject and make the transfer 
without capital gain liability. Since 
any change in these older rulings 
would be prospective only, a donor 
who gets in under the wire will not 
have to worry about retroactive ap- 
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Investors! consiperR..- 
EATON & HOWARD 
BALANCED FUND 


Investing in bonds, preferred, and common 
stocks for current income and possible 
growth of principal and income 


Prospectus available from your Investment 
Dealer or Eaton’ & Howard, Inc., Boston 
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Morton M. Banks, vice president of 99] 
Fiduciary Mutual Investing Co. and | ra 
president of Mercer Management Corp, | 265° 
its general distributor, is somewhat | 

more guarded in his comments. He ex. | 
‘ati NRC 
presses optimism that regardless of re. 

cent revenue rulings the charitable re. by 
mainder trusts will still find use among Tax 
donors who own mutual funds shares.) TI! 
He cites the fact that such donors are | held 
allowed to deduct part of their contribu. 4 com 
tion from their taxable income because } larg 
it represents a charitable donation. Such ) affe 
a deduction can sometimes be of great | ion 
value to individual donors. So far, ac- iste 
cording to Mr. Banks, the Treasury De- sup 
partment has not indicated any disagree- __ mal 
ment with this tax deductibility feature _ the 
and he is hopeful that present regula- * thal 
tions will not be changed. app 
pri 

Asset Value of Balanced ties 
Fund Index Tops Last in 
Year’s Figure not 
The average principal value of bal- 
anced mutual funds for December 30, “™ 
1960 topped that of a year ago by at 
114%, according to our year-end In- tau 
dex of performance. The averages for © ri 


the flexible type funds and the common ~ 


stock funds were very slightly less than 7 . 


the December 1959 indices. During the 7 


same period the 500-stock Index de- 
clined 3.6% and the Dow-Jones Indus- | 
trials 9.3%. Over half of the 50 funds © 
included in the Index registered gains 
for the year with 16 actually chalking 
up all-time highs on December 31. Sig- 
nificant twelve-month increases among 
the balanced funds were Johnston 
Mutual 11.69, Nation-Wide Securities 
5.9%, George Putnam Fund 5.8%. 
American Business Shares 5.3%, Boston 
Fund 5.0%, and Stein Roe and Farnham 
Balanced Fund 3.1%. The latter two 
funds continued to register best princi- 
pal performance from the base date of 
June 30, 1950. 
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Wall Sireet Investing Corporation’s 
5.8% increase, New England’s 4.6%, 
Wisconsin Fund’s 4.59, Dreyfus’ 3.8%, 
and Loomis-Sayles’ 3.1%. Best individ- 
yal twelve months’ appreciation was 
registerec: in the common stock funds 
by National Investors 10.1%, Massachu- 
gtts Investors Growth Stock 6.7% and 
T. Rowe Price Growth Stock 6.3%. (See 
Index for December 31, 1959 in Jan. 
1960, p. 47.) Income based on average 
twelve month-end offering prices was 
also up from a year ago. The return for 
the balanced group was 3.26% versus 
3.02%; for the flexible funds it was 
2.91% compared with 2.67% in 1958; 
the common stock mutuals distributed 


NRO Mutuals Unaffected 
by Proposed Canadian 
Tax Revisions 


The tax status of the 11 publicly- 
held Canadian domiciled investment 
companies whose shares are owned 
largely by United States citizens is un- 
aflected by amendments to the Domin- 
ion tax law as outlined by Finance Min- 


_ ister Donald M. Fleming in his proposed 


supplementary budget for 1960-1961. In 
making his proposals on December 20 
the Finance Minister explicitly stated 
that “the amendment . . . . does not 
apply to companies whose business is 


_ primarily to invest in Canadian securi- 
| ties in behalf of shareholders who live 


bal- 9 


_ ent tax provisions which need not be 
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in other countries. These are known as 
non-resident-owned investment com- 
panies and they operate under differ- 


altered.” By policy these companies re- 


tain and re-invest both net income and 
_ realized capital gains from their Cana- 
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re) dian securities 


investments, to com- 
pound possible long-term capital appre- 


) cation benefits for their shareholders at 


low tax cost. Capital gains, of course, 
are not taxed in Canada. 


Armand G. Erpf, president of New 
York Capital Fund, Ltd., and vice- 
chairman of the Committee of Canadian 
Investment Companies, which speaks 
for the NRO group, emphasized that the 
steps which Canada is now taking to 
channel more Canadian savings into 
Canadian investments promise to 
strengthen both the structure and fu- 
lure growth of the Canadian economy. 
Among steps proposed to discourage 
Canadian borrowing abroad, which will 
hot apply to the NRO funds, is the im- 
Position of the full 15% withholding 
lax on the interest received by non- 
residents on future issues of Govern- 
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ment of Canada and Provincial bonds 
(currently exempt or subject to a 5% 
tax) and on future issues of all foreign- 
pay bonds (at present generally ex- 
empt). 

Henry T. Vance, Chairman of Canada 
General Fund, points out that the pur- 
pose of thus increasing the tax rate on 
future loans made by foreigners is two- 
fold: (1) to increase government rev- 
enue and (2) to retard financing abroad 
and thereby work to reduce the unwant- 
ed premium on the Canadian dollar. 
This should add some $50 million in 
extra revenues, he explained. Another 
proposal aimed at the encouragement of 
Canadians’ investment in their country’s 
stock market is the provision that to 
qualify as an investment company, a 
corporation must receive 75 per cent of 
its gross revenue in the form of divi- 
dends from taxable corporations resi- 
dent in Canada. Exemption for the NRO 
companies was welcome in this instance 
since many provide for possible invest- 
ment of percentages of their assets out- 
side the Dominion in excess of this lim- 
itation. Currently, assets of the 11 NRO 
investment companies approximate 
$320 million (U. S.) and their shares 
are held by more than 112,000 invest- 
ors, for the most part U. S. citizens. 


Popularity of Share-for- 
Share Funds Confirmed by 
Westminster Fund Offering 


The enthusiastic reception accorded 
the new share-for-share type fund in 
which investors exchange their low-cost 
holdings for shares in the fund and pool 
their unrealized capital gains (T&E, 
Dec. 1960, p. 1170), has been attested 
to by the fourth such offering, West- 
minster Fund, Inc. Last October 4 mil- 
lion shares on an exchange basis of 
$12.50 per share were registered with 
the S.E.C. Subsequently the offering was 
doubled to $100 million. Individual de- 
posits of securities must have a market 
value of at least $25,000 to be accepted 
by the Fund. Kidder Peabody is dealer 
manager of the soliciting group which 
consists both of N.A.S.D. members and 
foreign dealers. 

The fund’s investment objective as in 
the case of most such companies is long 
term growth of capital and income. 
Hugh W. Long and Co. is the sponsor 
of the new mutual and its wholly owned 
Investors Management Co. is investment 
advisor. Howard C. Sheperd, widely 
known in banking circles and currently 
a director of Hugh W. Long and Co., 
is chairman of the board of Westminster 
and Hugh Long is its president. 












I ROWE PRICE 
GROWTH STOCK 
FUND, INC. 


BALTIMORE 
MARYLAND 


OBJECTIVE: Possible long term 
growth of principal and income. 


OFFERING PRICE: Net asset 
value per share. There is no 
sales charge or commission. 


REDEMPTION PRICE: Net 
asset value less 1%. 



















Prospectus on request 
Dept. T 


10 Light St. Baltimore 2, Md. 












GROWTH 
INDUSTRY 
SHARES, Inc. 


—a common stock investment 
company—investing in 

stocks selected for possible 
long-term growth. 

Priced at Asset Value per share plus 3% on 


investments under $2,000, and down to 1% 
on investments of $25,000 or more. 


Ask for a free prospectus 
describing the Fund—reviewing its 
objectives, its record, its invest- 
ments, and offering its shares. 








Growth Industry Shares, Inc. — 
Suite 1000,6 North Michigan Avenue 
; Chicago 2, Illinois 


Without obligation please send me a copy 
of the Prospectus describing your Fund. 


Name 
Address. 
City. 
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The prospectus points out that “the 
exchange of investors’ securities for 
shares of the Fund will result, in effect. 
in a pooling of them of their unrealized 
capital gains and a sharing of the bur- 
den of any federal income taxes payable 
if and when the Fund should sell port- 
folio securities at a taxable gain. For 
this reason, this pooling of potential 
capital gain tax liability will have a 
greater effect on some investors than on 
others.” It should be emphasized also 
that by participating in the fund 
through exchange of his individual low 
cost securities, to the extent that the 
fund does not itself take taxable gains, 






























Prospectus 
Offered Free 
Direct-By-Mail 
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UBS FUND 
of CANADA tta. 


A diversified mutual fund 
for investors seeking 
capital growth possibilities 
primarily in Canada. 
Shares are available to investors at 
Net Asset Value plus a sales charge of 


6% (maximum) of the Offering Price 
for purchases of less than $5,000 (U.S.) 


For purchases of $5,000 (U.S.) or 
more, the sales charge is reduced 
as shown in the Fund’s Prospectus. 


FOR FREE PROSPECTUS 
which describes the tax and 
other features of the Fund 


MAIL THIS ADVERTISEMENT 
to Fund’s exclusive underwriter 
UBS Distributing Corporation 
210 Newbury St., Boston 16, Mass. 

Please send me free prospectus 
zg and additional information Fi 
about UBS FUND of CANADA 5 
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the investor is merely postponing his 
gains tax, not avoiding it. This he can 
do only by dying. 


Rowe Price New Horizons Fund 


T. Rowe Price and Associates, Inc., 
investment managers and sponsors of 
the T. Rowe Price Growth Stock Fund, 
with assets in excess of $40 million, are 
making available, primarily for invest- 
ment counsel clients, shares in a second 
public fund, Rowe Price New Horizons 
Fund, Inc. As with the older company, 
shares will be offered at net asset value 
without addition of any acquisition cost 
(sales commission). However, the fund 
will operate initially as a closed-end 
company until its total assets aggregate 
$10 million or on January 1, 1962, 
whichever is earlier. At such time the 
company will open-end and redeem out- 
standing shares at net asset value less a 
charge not exceeding 1%. T. Rowe 
Price is president of the new fund as 
of its predecessor. 

.The investment objective of New 
Horizons will be long-term growth of 
principal. Income will be low and divi- 
dends may not be paid on several port- 
folio holdings. As reported in our Au- 
gust 1960 column Mr. Price sees an 
over-play in the more standard growth 
stocks of the last several years. He is 
accordingly looking for “newer, dy- 
namic stocks of smaller companies in- 
volving a very high risk factor and pay- 
ing little or no cash dividends” along 
with several other groups including var- 
ious types of special situations. The new 
fund is intended primarily a diversified 
package for clients which would mini- 
mize the risk factor inherent if several 
individual securities of this type were 
placed in private portfolios. 


Drexel Offers Growth Mutual 


Drexel and Co. is offering shares in 
its first publicly sponsored mutual fund, 
Drexel Equity Fund, Inc., with the in- 
vestment objective of long-term capital 
appreciation. Of particular interest is 
that the type of growth stocks which 
will predominate in its portfolio as well 
as the initial reasons for the fund’s or- 
ganization apparently parallel to a 
marked degree those of the recently or- 
ganized Rowe Price New Horizons Fund 
noted above. It is expected that little or 
no attention will be paid to income and 
as stated in the prospectus “attention 
will be directed to lesser known and 
perhaps less marketable issues of smaller 
companies, as well as stocks of large, 
well-known and well established com- 
panies ... The fund’s portfolio, limited 
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to about 30 securities, will primarily 
fill needs of Drexel’s clients. Edwa 
Initial registration provides for 500. Drexe 
000 shares at $10.20 per share, but the Mutt 
price will become flexible on the next} at B 
full business day after the first delivery a 
of and payment for shares. Drexel wil] § . k 
then distribute the fund on a continy. Tor 
ous basis at asset value plus a sales ay 
charge of 2%. For the preset, mini. dicat 
mum investment will be limited to ae 
$1,000. m3 
Drexel and Co. has also been re. pe 
tained to act as investment adviser of — 
the fund. Compensation for this service . 
as well as office rental and directors and d 
officers salaries will be covered by af is | 
fee of 144% of average annual asset pin 
valuation. Paul F. Miller, Jr., general | a 
partner of Drexel, is president and os 
treasurer of the new mutual. :. 
» sign 
Greenfield Real Estate 3 of | 
Investment Trust Leads Parade © P!" 
Organization has recently been an. | = 
nounced of the first real estate invest. | He 
ment trust expecting to qualify under © ." 
the recent I.R.C. amendment to be of 7 
fered publicly on a national scale. Un- 7 ms 
der this legislation, the trust may gen- © it 
erally be regarded, for Federal income — 
tax purposes, as a conduit rather than 
a taxable entity. (T&E, Oct. 1960, p. 
977). Drexel and Co. is appearing al? ' 
most as a pioneer a second time in this), 
month’s column in underwriting 500; / 
000 shares of the new Greenfield Real 
Estate Investment Trust. The trust, in | fro 
accord with the provisions of the legis | 
lation, will not operate or manage its ) Po 
real estate interests, but these functions ; Oc 
will be carried on under a real estate | PF 
management and brokerage agreement | 
with the Greenfield Company of Phila- 7 Cc 
delphia at commission rates adopted by) 
real estate boards in areas where prop: | 
erties are managed, sold or acquired. | th 
The investment objective of the trut) ™ 
will be high cash yields. The net pro- © dt 
ceeds of the shares will be invested” : 
principally in office buildings, shopping | ” 
centers, industrial parks, industrial and | " 
commercial buildings, hotels, chain re- \ 
tail establishments, apartment houses | b 
and motels. Initially, investments will be | 
selected primarily in Delaware, Mary- : 
land, New Jersey, Pennsylvania and P 
metropolitan Washington. The trust does ; 
not intend to purchase property pri- ] 
marily for the purpose of making profits \ 
from later sale. 1 
Greenfield will be closed-end with its ; 
shares non-redeemable. The trustees are | , 
Edward G. Budd, president of the Budd © 
Company, Albert M. Greenfield and¥ ¢ 
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Drexel and Co. 


partner in 


Mutuals Bought on Balance 
at Bottom of Market 


A recent transaction study of the New 
York Stock Exchange covering the five- 
day period September 26-30, 1960 in- 
dicated that the mutual funds showed a 
net purchase balance. The mid-date of 
the period, September 28, marked the 
bottom of a one-month stock market 
decline and thereafter share prices in 
general rose for several weeks. 

Considering that the funds were sec- 
ond in importance among institutional 


» investors, ranking only after the com- 


mercial banks and trust companies and 
accounting for 17.5% of institutional 
volume, the findings might have been 
significant. But a net purchase balance 
of only 45,000 shares resulting from 
purchases of 683,000 shares would 
scarcely indicate that the mutuals were 
a stabilizing factor in that they served 
as a bulwark against the decline of 
prices. One would additionally like to 
know the securities in which their ma- 
jor transactions occurred and the price 
movements of these particular issues. 


A A A 


Progress Report on 
Trust Department Benefits 
from Work/College Program 


The trust department does benefit 
from the work/college program _initi- 
ated by United States National Bank, 
Portland, Ore., in 1950. Each year in 
October the bank begins the selection 
process for young men who will gradu- 
ate from high school the following year. 
Completion of the program requires six 
years. 

In February 1957, at the request of 
the trust department, a young man 
was assigned to it as a part time worker 
during his senior year in high school. 
In June of that year another man — in 
his third work phase — was added. His 
two previous work years had been at 
a Portland branch. In each of the fol- 
lowing years through 1960 one man has 
been assigned to the trust department 
as he started the program, and this 
practice will be continued. 

What are the results to date? The 
young men who started in 1957 and 
1958 have dropped the program and 
left the bank. The two who started in 
1959 and 1960 are still under the pro- 
gram. One is currently at the University 
of Oregon and will return to the trust 
department for his second work phase in 
September. The other started full time in 
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the trust department, is now in the mili- 
tary under one of the six months pro- 
grams, and will return to the trust de- 
partment early in 1961 to work there 
until he leaves for school in September. 

The young man who transferred into 
the trust department from a branch in 
1957, John Earlenbaugh, is today one 
of the 13 work/college graduates. He 
graduated from the University of 
Oregon in 1959 and has continued in the 
trust department since then where he is 


presently administrative assistant to W. °° 


D. Hinson, trust officer. 

The program offers some advantages 
over starting with a college or law school 
graduate, in the opinion of educational 
director A. O. Stromquist. The work/ 
college men can be moved at a slower 
pace through the various functions of 
the bank or the trust department. Their 
work can be planned to make each new 
assignment a promotion, whereas the 
college graduate may take a different 
point of view toward some of the func- 
tions he has to learn. The work/college 
man may be given months on each as- 
signment instead of weeks. Both the 
man and the bank can benefit from the 
longer exposure. 


A A A 
RETENTION OF RECORDS MANUAL 


The Bank Management and State 
Legislative Committees of the American 
Bankers Association have published a 
new manual, “The Retention and De- 
struction of Bank Records.” The manual 
covers federal and state statutes of limi- 
tation and record retention statutes; re- 
tention schedules; the use of microfilm; 





Walter R. Bimson, board chairman of Valley 
National Bank, Phoenix, Ariz., was recently 
“adopted” by Oklahoma’s Osage Tribal 
Council because of his activities “to advance 
the economic welfare and educational bet- 
terment of the American Indians.” At the 
Pawhuska, Okla., headquarters of the oil- 
rich Osage nation, Mr. Bimson was given the 
name “Wah-tah-kah-tho-le”’ (Good Leader) 
and presented with an engraved scroll and 
the elaborate Osage headdress and robe. 





and wartime record protection. Appen- 
dices show which states have adopted a 
“final adjustment of statements of ac- 
count statute,” retention statutes and 
regulations, and record retention sched- 
ules of state banking supervisors. The 
sections applicable to trust department 
operations are so listed under the various 
states. 
A A A 


e James K. Sinclaire, Jr., vice president 
of Kennedy Sinclaire, Inc., trust adver- 
tising and sales training agency, has 
been advanced to executive assistant to 
the president, Earl R. Hudson. Henry 
G. Kriete will replace Mr. Sinclaire as 
vice president in charge of sales. 
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, PENSION RESEARCH COUNCIL OF 
the Wharton School of Finance and 
Commerce (University of Pennsylvania) 
was created in 1952 for research in pri- 
vate pensions. Prior to 1960 it had pub- 
lished two books by Dan M. McGill and 
Dorrance C. Bronson, respectively,’ and 
two booklets by Otto Pollak. 

During 1960 the Council published 
two important new books on topics that 
have recently been the subject of fed- 
eral legislation and are presently under 
review for broader governmental meas- 
ures, namely (i) medical care for the 
aged, and (ii) the protection of bene- 
ficiaries under private pension plans. 
Both these books are by well-qualified 
authors and each provides a thorough 
review of its subject as it will soon con- 
front the lawmakers. 


Medical Care for the Aged 


Mortimer Spiegelman, the writer of 
the first of these books,” is Associate 
Statistician at the Metropolitan Life In- 
surance Company and the author of the 
Society of Actuaries’ official textbook on 
Demography. His pages are chock-a- 
block full of statistics on the aged, their 
social and economic status, their health 
and the availability and utilization of 
their medical facilities. However, this 
wealth of data is given careful and com- 
petent analysis. “Since statistics are used 
frequently and extensively in discussions 
of medical care for the aged, it was felt 
that an account should be included of 
the pitfalls and qualifications in their 
interpretation; too frequently figures 
are taken at face value.” 

After four chapters (158 pp.) review- 
ing the facts about the aged and their 
medical requirements, Mr. Spiegelman 
provides two on existing mechanisms 
for financing medical care for the aged. 
These chapters (75 pp.) describe the 
coverage available from voluntary 
” 1The latter reviewed in this column in January, 
1958. 


2Ensuring Medical Care for the Aged (Richard D. 
Irwin, 1960, $6.25). 


ot 


PENSION and PROFIT SHARING DIGEST .. . 
HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


TWO RESEARCH STUDIES ON MEDICAL CARE 
FOR AGED — BENEFICIARY PROTECTION 


health insurance and from government 
programs. Although the emphasis is on 
continuance of coverage for retired in- 
dividuals, these chapters provide a use- 
ful introduction to health insurance fa- 
cilities generally. 

The final chapter of the book (34 pp.) 
is entitled: Toward a Goal. In it Mr. 
Spiegelman reviews the social and eco- 
nomic factors of medical care for the 
aged and mentions the possible ways of 
providing such care more effectively. 
Among the factors to be considered is 
the short supply of qualified medical 
personnel and its likely continuance. 
This makes any proposal for wider cov- 
erage of the aged on automatic proposal 
for reduction in services presently ren- 
dered to other individuals. The author 
points out, too, that provision of medi- 
cal care for OASDI beneficiaries — the 
most likely form of extension in the near 
future — will inevitably be followed by 
a demand for universal health insur- 
ance under OASDI. This is anathema to 
many people but if we look ahead, say. 
a hundred years most of us will find it 
easier to picture universal government- 
sponsored medical care than a broad 
system of voluntary health insurance. 

If there is a fault to find with this 
book it is that the author has not made 
it more than a compendium. We read 
in the Preface: “The author has not 
made any proposal of his own, since his 
purpose was merely to bring together 
the many specialized studies bearing 
upon the issues.” Because so few of us 
have the knowledge and experience of 
Mr. Spiegelman in this field the reviewer 
believes that it would have been valu- 
able to have a reasoned argument in 
favor of one method or another of im- 
proving the medical care of this coun- 
try’s aged. As it is we are left with 
numerous arguments for and against 
any future legislation on the subject. 


Protection of Pension Beneficiaries 


The tremendous job of data compila- 














tion carried out by Mr. Spiegelman is 
matched by Prof. Edwin W. Patterson’s 
collection of statutory and case law re. 
lating to beneficiaries under private pen- 
sion plans.* To the layman a lawyer's 
detailed analysis of what the law is, 
and why one interpretation of it is fa. 
vored over another, is usually dull and 
occasionally downright boring. But 
somehow Professor Patterson, Cardozo 
Professor Emeritus of Jurisprudence, 
Columbia University, achieves the im. 
possible: his book is an iateresting and 
jargon-free account of ihe remedies cur- 
rently available to an employee who 
feels he has been cheated out of the | 
pension or other benefits promised him | 
by his employer. What is more the 
author has expressed “his own reasoned 
opinions” in the last chapter (Chapter 
VIII) about desirable and probable fu- 
ture legislation on the subject. Even 
where we don’t agree with Professor 
Patterson — and three members of the | 
Research Council’s seven-man Task | 
Force I (damn the torpedoes!) are | 
given a page to do just this — we find | 
his views stimulating. We also appre 





ciated the author’s idea of printing a 
summary of his “Conclusions” at the 
end of each chapter except the last. The 
“tired businessman” could easily romp 
through these conclusions and the last | 
chapter in about half-an-hour. é 

Professor Patterson’s book commences | 
with a general survey of existing legal 
controls (34 pp.), and this is followed 
by a chapter (48 pp.) of legal analysis 
of typical pension plan provisions. “A 
sampling of contemporary pension-plan 
documents revealed many questions as to 
legal rights and duties which are not 
settled by the reported judicial deci- 
sions.” 

Chapters III through VI (131 pp.) 
discuss the various types of regulation 
applicable to pension plans, their in- 
surers and their trustees. The only 





8Legal Protection of Private Pension Expecta- 
tions (Richard D. Irwin, 1960, $6.25). See p. 8. Ed. 
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federal |..w specifically designed to pro- 
tect the interest of the employees — the 
Welfare and Pension Plans Disclosure 


Act of 158 (forecast for amendment in 
1961) —is criticized on the grounds that 
it lacks -ubstantive standards, does not 
require <n estimate of a plan’s actuarial 
soundness, and relies on the individual 
employee s initiative to protect his own 
interests. As for insurance laws the chief 
criticism is that standard provisions and 
non-discrimination statutes apply to an- 
nuity contracts in only a small minority 
of states. Further, while corporate 
trustees are subject to adequate super- 
yisory controls by state or federal agen- 
cies, private trustees are subject to very 
limited supervision. 

On the topic of state regulation the 
author describes the very different “dis- 
closure” laws that have been adopted 
by six states (Washington, New York, 
Wisconsin, California, Connecticut, and 
Massachusetts). These laws were de- 
vised essentially to prevent “kickbacks,” 
bribery and excessive commissions in 
connection with employee benefit plans. 
“To remedy the evils which motivated 
their enactment, they seem, on the whole, 
fairly well adapted; especially would 
they be effective if one could combine 
ina single statute all the legal devices 
found in any of the statutes.” 


Wedged in between the critical ap- 
praisal of these four chapters and the 
final chapter of “reasoned opinions” is 
a rather weak review of regulation of 
pension plans in nine foreign countries 
(Canada, Denmark, France, Germany, 
Great Britain, the Netherlands, Norway, 
Sweden, and Switzerland). We were 
not impressed, for example, by the state- 
ment that “in England in the near fu- 
ture, the increases in compulsory con- 
tributions to public pension plans and 
the increases in their benefits will prob- 
ably drive out private plans except for 
the higher-salaried supervisory staff.” 
For the record the maximum pension 
available to single employees in 47 
years time(!) under the new law is 
30% of the maximum contributory 
wage. In the U. S. it is already above 
this percentage (it is nearly 32%). 
Nevertheless, the chapter is interesting 
reading if only in illustration of the 
enormous differences that can exist be- 
tween industrialized countries in ‘their 
provision of social security and their 
regulation of private pensions. 

As already mentioned, in Chapter 
VIII (25 pp.) Professor Patterson draws 
“some conclusions as to the possible fu- 
ture of the legal protection of private 
pension expectations.” After listing a 
dozen “inadequacies of present legal 


protection” the future is sketched on 
three different bases: (1) no change in 
present regulations, (2) a minimum pro- 
gram of protective legislation, and (3) 
a moderate program of legislation. The 
author indicates that he prefers the 
third possibility and that he would like 
to see: (a) Filing of every pension plan, 
(b) A quinquennial examination of the 
employer’s and the trustee’s books and 
records, (c) Certain standard provisions 
in every plan, (d) A standard of ade- 
quacy of funding arrangements. Pro- 
fessor Patterson recognizes that these 
are controversial issues but we thank 
him for setting out his considered views 
so clearly. 

In conclusion, we strongly recommend 
this book to anyone who wishes to see 
whether his pension expectations have 
any backing beyond his employer’s cur- 
rent intention to bring them to fruition 
many years hence. 


A A A 

MONTHLY REPORT ON POOLED FUND 

A monthly report on its pooled invest- 
ment funds for pension trusts is made 
available in card form by National Trust 
Co., Ltd., Toronto. The report gives unit 
market values and anticipated market 
yields for each of the following Funds: 
Government and Municipal Securities; 
Corporation Bonds and Preferred 
Shares; Mortgages; Common Shares. 
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CURRENT PENSION AND PROFIT-SHARING PROBLEMS 
WITH REFERENCE TO SOURCE MATERIAL* 


1. May bonuses, either discretionary 
or pursuant to a fixed plan, be included 
in the definition of “compensation” for 
purposes of allocation of contributions 
and forfeitures? 

a. re stockholders 

b. re non-stockholder participants 

Revenue Ruling 57-163, C.B. 1957-1, 
128, part 5(h). 

2. What, if any, restrictions must be 
included in the plan in connection with 
loans to participants? Must such loans 
be based on a showing of hardship? 

Revenue Ruling 57-163, part 5(m). 

3. In connection with a so-called in- 
definite-formula profit sharing plan. is 
is required that the Board of Directors 
authorize the contribution before ihe 
end of the year by resolution, and an- 
nounce the same to employees? 

Revenue Ruling 56-366, C.B. 1956-2, 
976. 

4. What restrictions, if any, are 
placed on voluntary deposits by employ- 
ees? 

Revenue Ruling 59-185, 1.R.B. 1959- 
at, if. 

5. Is it permissible to allocate for- 
feitures in any other manner than that 
based upon compensation or compensa- 
tion plus years of service? 

Revenue Ruling 57-163, part 5(a) (1). 

6. What are the vesting 
ments? Maximum period. 

Revenue Ruling 57-163, part 5(b). 

7. Are there any requirements ‘of 
vesting during the period of discontinu- 
ence or suspension of contributions? 

Revenue Ruling 57-163, part 5(b)- 
(4); also Revenue Ruling 56-596, C.B. 
1956-2, 288. 


8. Is it permissible to distribute to a 
terminated employee life insurance con- 
tracts carried by the plan for his 
benefit? 


Regulations, sec. 1.402(a)1(a)(2). 


9. What limitations, if any, are placed 
on participation in contributions by 
stockholder participants? Are there sim- 
ilar limitations on participation in for- 
feitures ? 


I.T. 4020 C.B. 1950-2, 61. 


require- 


*The references (shown in italics) were prepared 
by the Office of Commissioner of Internal Revenue 
in response to questions proposed by the Committee 
on Pension and Other Deferred Compensation, Sec- 
tion of Taxation, American Bar Association. It is 
reprinted here with the permission of the Commis- 


sioner and the Section,in whose October Bulletin it” 


was published. 
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10. What are the requirements of ap- 
proval of purchases of stock in the com- 
pany? Must this be a dividend-paying 
stock, or it is sufficient that there is an 
adequate market therefor? 


Revenue Ruling 57-163, part 2(k). 


11. Are there any vesting require- 
ments on termination of employment in 
connection with a pension plan? 


Revenue Ruling 57-163, part 5(b). 


12. Is any minimum contribution re- 
quired? 

a. To retain qualification 

b. To avoid a requirement of 100% 
vesting 

Revenue Ruling 57-163, part 5(b)- 
(4); also Revenue Ruling 56-596, C.B. 
1956-2, 288; and Regulations, sec. 1.- 
401-1(b) (2). 


13. Are there any restrictions upon 
the employer’s right to terminate the 
plan? 

Mim. 5717, C.B. 1944, 321; also 
Mim. 6136, C.B. 1947-1, 58; PS No. 52; 
and Revenue Ruling 55-60, C.B. 1955-1, 
a. 

14. Are any restrictions placed upon 
length of pay-outs in a_ profit-sharing 
plan? 

Revenue Ruling 57-163, part 2(c)- 
(3); also Revenue Ruling 54-231, C.B. 
1954-1, 150; and Revenue Ruling 56- 
656, C.B. 1956-2, 280. 


15. Are requirements imposed with 
respect to the investment of deferred 
balances on pay-out of benefits over a 
period of time? 


Revenue Ruling 57-163, part 5(j). 


16. Is any mandatory retirement age 
imposed ? 


Revenue Ruling 57-163, part 5(e). 


17. Is there a rule of thumb require- 
ment for minimum length of employ- 
ment for eligibility? 


Regulations, sec. 1.401-3(d). 


18. When employer amendments to 
an approved plan are submitted for ap- 
proval, does the pension section require 
the adoption of other amendments as a 
condition precedent to approval of the 
employer amendments? 


Rev. Proc. 56-12, C.B. 1956-1, 1029, 
sec. 2.03(b); also Regulations, secs. 
1.401-1(c) and 1.401-3(g). 

19. In a stock bonus profit sharing 
plan does the pension section allow the 


contribution of common. stock 
closed corporation? 


I.T, 3357, C.B. 1940-1, 11, 


20. Where a profit sharing plan js 
submitted for approval and the em. 
ployer is a subsidiary of a corporate 
employer in another district, does the 
pension section allow the subsidiary to 
adopt the parent’s plan? 

Rev. Proc. 56-12, sec. 2.02(b); also 
Regulations, sec. 1.401-1(d) and PS No, 
14, 


of a 


21. Does the pension section require 
the production of a power of attorney 
or a treasury card before discussing ad- 
vance approval of a plan with the em. 
ployer’s representative? e.g. Will it hold 
discussions with the actuaries, insurance 
agents, pension consultants, etc.? 

Revenue Ruling 54-172, C.B. 1954-1, 
394, sec. 7.03; also Conference and 
Practice Requirements, subpart E of 


Part 601 of Title 26 (1954) Code of | 


Federal Regulations. 


22. Are matters of state law raised 
by the pension section in discussing ad- 
vance approval of the plan? 

Revenue Ruling 55-640, C.B. 1955-2, 
231. 


23. Does the pension section require 
that in profit sharing plans forfeitures 
be used to reduce current contribv- 








r 


tions? (Our information is that in some © 


cases, for example, this has been re- 
quired where eligibility is less than one 
year. ) 

Revenue Ruling 57-163, part 5(a) (1). 


24. Is it possible to have a plan 
which covers less than all the salaried 
clerical employees? 

Regulations, sec. 1.401-3(d) ; also Rev- 
enue Ruling 57-163, part 4(d). 

25. In salaried only plans, are you 
required to include non-salaried clerical 
employees ? 

Regulations, sec. 1.401-3(d) ; and Rev- 
enue Ruling 57-163, part 4(d). 

26. Must a plan provide, where leaves 
of absence are granted, that such leaves 
will be granted in a non-discriminatory 
manner? 

Regulations, sec. 1.401-1(b) (3): “The 
law is concerned not only with the form 
of a plan but also with its effect in oper- 
ation.” 

27. May an interim valuation of trust 
funds be made at the discretion of the 
administrative committee which would 
affect distribution of benefits? 

Revenue Ruling 57-163, part 2(1). 


28. Where affliated or 
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companies are covered under one plan, 
is it required that forfeitures be reallo- 
cated to the participants of the company 
making the contributions? 


PS No. 51-B, July 31, 1945: “Where 
afiliated employers maintain a profit- 
sharing plan for their employees, deduc- 
tions for contributions are allowed only 
with respect to contributions made by 
each employer for his own employees 
out of his profits’ (emphasis added). 
See, however, sec. 404(a)(3)(B), IRC 
1954. 

A A A 


GUIDE TO PENSION PROGRAMS 


A 24-page “Employer’s Guide for 
establishing A Pension Program,” pre- 
pared by William C. Gibson and pub- 
lished by The Gibson Audit Service, pre- 
sents its material in three sections. “Pen- 
sion Fundamentals” covers terminology, 
operation of a funded plan, cost, and the 
reasons why employers adopt plans. 

“Procedures for Establishing a Plan” 
includes basic considerations, design of 
the plan, the actuarial structure and 
funding arrangement, the selection of a 
bank or insurance company, document- 
ing the plan and keeping the plan in 
good condition. 

Section III describes and compares 
Typical Funding Arrangements. 

Copies of the Guide may be obtained 
from the Pension Audit Service, 50 
Dartmouth Road, Longmeadow 6, Mass., 
at $2.50. 

A AA 


PENSION CONFERENCE IN ST. LOUIS 


A one-day conference on Pensions and 
Employee Benefit Plans will be spon- 
sored on February 1 by University Col- 
lege and the School of Business Public 
Administration of Washington Uni- 
versity together with the St. Louis Chap- 
ter of Chartered Life Underwriters. The 
principal guest speaker will be William 
J. Hulbig, associate secretary, Sun Life 
Assurance Co. of Canada. Topics on the 
agenda include: Pensions for the Self- 
Employed; A Further Look at Split 
Dollar Insurance; Tax Sheltered, Annui- 
ties; and Other Recent Developments in 
Business Insurance and Estate Planning. 
The closing session will deal with writ- 
ten questions submitted from the audi- 
ence. 

A AA 
RIGHTS OF FOREIGN FIDUCIARIES 


Two tables showing respectively the 
rights of non-resident individuals and 
hon-resident trust companies to act as 
fiduciary under the laws of the 50 states 
have just been published by The Amer- 
ean College of Probate Counsel, 10962 
W. Pico Boulevard, Los Angeles 64. The 
Information was compiled by Leon 
Schaefler of New York on the basis of 
opinions furnished by Fellows of the 
College in all states. 
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Trust Department of State Bank and Trust Co., 
Breakfast for Estate Planners at the Pick- Georgian Hotel on November 16. Approximately 
150 North and Northwest suburban lawyers, insurance underwriters and accountants were 
in attendance. Featured speaker was Professor Willard Pedrick of the School of Law of 


Evanston, IIl., imanel its Fifth Annual 


Northwestern University, who discussed “Recent Developments Affecting Marital De- 

ductions.” At the speaker’s table, left to right, are: Franklin C. Tyson, Connecticut General 

Life Insurance Co., Evanston; Lloyd Wynne, Trust Department; Professor Pedrick; 

Gilbert A. Smith, Vice President, Trust Department; Addison L. Gardner, Jr., Chairman 

of Directors’ Trust Committee; William H. Alexander, President, Chicago Bar Association; 
and Richard C. Frasier, President, Chicago Life Insurance and Trust Council. 





Among the caricatures are those of 
Rudyard Kipling, George Bernard Shaw, 
Browning and Tennyson. Sir Max wrote 
verse comments or parodies on some of 
the writings of George Moore and of 
Shakespeare, as well as his thoughts on 
Sir William Rothenstein’s statement that 
he (Beerbohm) was “the wittiest mind 
of the age.” He also forged an inscrip- 
tion to himself purporting to come from 
Queen Victoria. 

The library, including manuscripts, 
contains 383 items, practically all of 
them exhibiting in some form Sir Max’s 
peculiar penchant. 


Estate Offers Unique 
Items for Auction 


When the administrators of the estate 
of the late Sir Max Beerbolm, famous 
British caricaturist and critic, decided to 
offer his library for auction sale at 
Sotheby’s Galleries recently, it was no 
ordinary book sale. Sir Max had long 
followed the practice of slyly altering 
pictures into outrageous caricatures, 
faking marginal notes, and forging com- 
pliments to himself. These changes were 
made chiefly in books given to him by 
British authors and publishers. 
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gh OTHER DAY A FRIEND OF MINE 
told me he’s always amazed at the 
number of successful men who lose their 
shirts, buying into businesses they know 
nothing about and wouldn’t be per- 
mitted to run if they did. He spoke with 
feeling, too, for he’d just dropped $15.,- 
000 doing it. 

He said it’s the sort of thing that 
makes a man think; that from here in, 
when he feels like taking an out and 
out gamble, he'll do it in his own busi- 
ness. “We take plenty of risks in our 
shop,” he said, “but a man at least 
knows what most of them look like.” He 
also assured me he’s going to get back 
what he has lost. 

“It'll take a little time,” he admitted, 
“but the way I see it, I can’t miss. I’ve 
just bought thirty thousand of life in- 
surance—regular old-fashioned straight 
life. If I die, my wife’ll get the fifteen I 
dropped, plus the other fifteen I ex- 
pected to make. And if I live, by the 
time I’m sixty I'll have at least fifteen 
thousand of cash accumulated in the 
policy.” 

I strongly suspect some life insurance 
man helped him figure that one out, 
though it could easily pay off just as he 
figured. But what interested me was 
the way the life insurance was bought. 


Discounting for Profit 


“My wife has a little money she got 
from her father’s estate,” he told me. 
“She’s been keeping it in U. S. savings 
bonds and a couple of interest accounts 
—what she calls a cash reserve against 
my bad judgment.” He laughed when 
he mentioned that “reserve,” but I know 
his wife, and I imagine that’s what she 
does call it. 


“She’s applied for this policy. She’s 
the beneficiary and owns it, so it'll never 
be a part of my estate. And the neat part 
is, she’s discounted ten permiums, at 
close enough to the rate of interest she’s 
been getting from the bonds and the 
banks for the saving in ‘income tax to 
actually make us a little money. Then, 
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a year from now, she'll start paying 
premiums annually—with a ten-year dis- 
count off. Quite a deal!” 

Indeed it is quite a deal—even though 
he’s looking ahead to sixty and assum- 
ing what’s hers is also his. 

Discounted at 3%, 10 premiums cost 
8.786 times the annual rate, and there’s 
a substantial 25.4% off on annual 
premiums paid in the future. 

As prepayments are uncommitted 
until premiums are earned, they can be 
withdrawn in cash or used as collateral 
any time; especially for someone in a 
high income-tax bracket, discounting 
would seem to have attractive advan- 
tages. I’m told, however, the companies 
report relatively little in advance pre- 
mium payments. Either people are not 
familiar with what can be done, or they 
have the mistaken notion they'd be tying 
up a lot of money where they couldn’t 
get it out. 


The Cash Value of a Wife 


I write notes to myself about possible 
topics for this department, and I also 
get a few suggestions from readers. This 
morning I had a letter mentioning the 
estate planning importance of the mari- 
tal deduction; and, although this 
reader's question had nothing to do 
with the use of life insurance, his letter 
reminded me of a note that’s been in the 
file since June. It reads: “Say something 
about what its going to cost a man if 
his wife dies—especially if she leaves 
him with a couple of children to bring 
up.” 

Naturally, the answer depends on the 
man and his circumstances; but, nearly 
always, it’s going to cost a lot more than 
he expects. It’s been many years since 
I’ve heard about two living as cheaply 
as one being a reason for getting mar- 
ried; but I’m convinced that a man and 
his wife can get by on much less than 
the bills for a man alone—if he has to 
hire a housekeeper. 


Housekeepers just don’t work for a 
wife’s wages; food’s going to cost more; 











if they’re to be well dressed, the cost of 
the children’s clothes may easily double; 
for some elusive reason, the doctor will 
be called in more often; vacations will 
be difficult and expensive to arrange. 
Those are a few of the places where a 
widower-with-children’s budget is likely 
to be inflated, and the total increase can | 
be sizeable. : 
A young life insurance man I know § 
(he has four children and no relatives | 
he can count onto bail him out if any- 
thing happens to his wife) has faced up | 
to this problem, and thinks he has it at 7 
least partly solved. j 
He has insured his wife for $5,000, 7 

payable to the children. “We'd both like 

them to have something from her,” he 

told me. “It’s life paid-up at sixty-five, 
which builds up a good cash value, so ® 
i 


i 





the policy’s also a long-range savings © 
account for both of us, if we live.” ‘ 

In addition, he bought a 15-year de- 5 
creasing term policy that will pay him | 
$250 a month, if his wife dies while he’s i 
still trying to get the children through © 
school. His comment: “This two hun- 
dred and fifty won’t cover all the extra 
bills ’'d have, but it'll sure help.” 


The Loss of Income Tax Shelter 


On top of the extra bills, he’d have 
an income tax problem. If a man and 
his wife file a joint return, and he has 
a taxable income of say $15,000, his 
wife’s death could increase his income 
tax bill by as much as $1,000, if there 
are no dependent children. And if he’s 
earning $25,000, $50,000, or maybe 
$100,000, this increase will become grue- 
some. 


We NS aa estaaecctetnare ibaa 


Of course a man could remarry and, 
if lucky, duck some of the extra living 
costs—also protect his right to file a 
joint returh. Otherwise, life insurance 
on his wifé’s life is the only means | 
know about to cut down his dollar loss 
if she dies. 

I’m sure men who do estate planning 
are familiar with these problems: but, 
by and large, they are dealing with» 
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substan ial holdings, and with what it’s 
going 12 cost to get them out of an 
estate and into the hands of the heirs. 
Most o! the time, they are not too con- 
cerned with the day-to-day headache of 
how bills are to be met that plagues the 
middle-income executive — whose wife 
probably left no property when she died, 
but did leave him pinched for cash. 

So far as I can find out, relatively few 
wives are insured in favor of their hus- 
bands. This could mean the majority of 
life insurance salesmen are too busy per- 
suading husbands to protect their fam- 
ilies to spend much time selling wife 
insurance. It’s a pity, because widowers 
can have a tough time, too. 


Hiring and Training 
Must be Paid For 

When business life insurance is 
written or talked about, it’s apt to be 
in the upper level amounts needed to 
take up the slack when a firm’s princi- 
pal profit-maker dies, or to fund a buy- 
and-sell agreement aimed at keeping a 
partner or a stockholder’s heirs from 
trying to run (or ruin) the business. 

Both are vital considerations; but 
emphasizing them can cause us to lose 
sight of another function, and in total 
a possibly more important function life 
insurance performs in protecting busi- 
nesses against known and measurable 
risks of loss. I can illustrate this func- 
tion by quoting the owner of a small 
but prosperous manufacturing firm. 

“We have seven salesmen.” he said. 
“None is indispensable, but we need all 
of them. If one quits or dies, he has to 
be replaced, and the way we figure it, it 
costs us between four and five thousand 
dollars to hire and train a salesman, 
then get him into production.” 

He realized life insurance wouldn’t 
keep a man from quitting, but it could 
cover their costs if he died. This corpo- 
ration bought $7,500 of life insurance 
on each of their salesmen—to be fully 
paid for at 65. . 

If a salesman dies, the company has 
agreed to pay his family $5,000. This 
money will go to them income-tax free, 
and will also be an income tax deduc- 
tion for the corporation. This means a 
cost to the business of less than $2,500 
—leaving $5,000 of insurance to pay 
the cost of training a replacement. 

By age 65 the cash accumulation in 
each of these policies should equal and 
may exceed the total of premiums paid 
in, thus giving the corporation a sub- 
stantial addition to surplus. The money 
is not earmarked, so it can be used to 
help finance retirements, or for any 
other purpose. 
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Why Term, Bought Separately, 
Costs More 


One reason the combination of term 
insurance and a separate investment ac- 
count cannot, with comparable security, 
equal the investment results of perman- 
ent life insurance, if the buyer lives 15 
or 20 years, is because term insurance, 
bought separately, costs substantially 
more than the charge for the same 
amount of death protection in a policy 
that builds up a reserve. This is due, 
primarily, to two cost factors. 

1. Sales, underwriting (deciding 
whether the person applying is insur- 
able, and on what basis), and adminis- 
trative costs must be loaded into a 
smaller total premium. The cost of sales 
can be controlled to some extent by 
paying a reduced rate of commission for 
the sale of term policies (a common, if 
not universal practice); but the cost of 
underwriting, and of keeping a policy 
in force once it’s issued, tends to be 
fixed—regardless of the type of insur- 
ance. For average size and smaller 
policies, this factor alone can make a 
significant difference in the premium 
that has to be charged for term insur- 
ance bought separately. 

2. Nearly all term policies are con- 
vertible to any permanent form, regard- 
less of the policyholder’s physical con- 


dition at the time of the exchange; and 
many may be renewed, at a higher 
premium but as term insurance, for an 
additional period of years. The tendency 
is for healthy people to drop their term 
policies, at or before the time when a 
premium increase is scheduled; but 
people whose health has become im- 
paired renew as long as they can—then 
exercise their right to convert to a 
permanent plan at standard premiums. 

To illustrate what this so called anti- 
selection factor can mean, pricewise: a 
company that is highly competitive in 
the term market offers a 5-year non- 
renewable term policy, at age 45, for 
$8.37 per $1,000; this same 5-year term, 
renewable for additional 5-year periods 
(at an increased premium, of course) 
costs $9.63 per $1,000. (A $7.50 policy 
fee is charged.) 


Anti-selection is the principal reason 
why so many of the “pure protection” 
life insurance companies, and others that 
were offering life insurance on an assess- 
ment basis, failed during the period 
from 1880 to around 1910. As their 
policyholders grew older and their pre- 
miums increased, those in poor health 
persisted, while those in good health 
dropped out, with the result that death 
claim costs exceeded any practical pre- 
mium that could be charged. 
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HE Trust COMPANIES ACT WHICH 


became effective last October in 
New Zealand has several points of espe- 
cial interest to American banks which 
maintain common trust funds, The act 
is in many respects a paraphrase of 
Section 17 of Regulation F of the Board 
of Governors of the Federal Reserve 
System. It relates entirely to Group In- 
vestment Funds, a term used, as to dis- 
tinguish funds operated by banks from 
the Common Fund of the Public Trust 
Office which has been in existence since 
1891. There are provisions for partici- 
pation in and withdrawal from the 
funds; for the distribution of income; 
for monthly valuations, including stan- 
dard methods of obtaining values of the 
underlying securities; prohibiting re- 
muneration of trustee companies from 
the fund itself; and relating to other 
matters with all of which we in the 
United States are quite familiar. 

It is in connection with the powers 
granted by this act which are either not 
mentioned in or are forbidden by Regu- 
lation F that the greatest interest lies. 
By far the most important of these is 
one which specifically permits a bank to 
allow participation by agency accounts 
in a Group Investment Fund. The langu- 
age making such authorization is as fol- 
lows (Section 3, paragraph 5): 


“Where so authorized by the power 
of attorney or other written authority 
by which it is appointed as agent by 
any person, and subject to the provi- 
sions of this section, a trustee company 
may invest any funds held by it for 
that person in, or transfer any in- 
vestments held by it for that person 
to, a Group Investment Fund as if 
they were trust funds.” 


This specific permission to invest 
agency accounts in a common trust fund 
has particular significance at this very 
moment when our Federal Reserve 
Board has announced its intention of 
amending Regulation F so as to prevent 
the use of common trust funds by re- 
vocable trusts, even where bona fide, 
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TRUST OPERATIONS and ADMINISTRATION .... | 


GEORGE C. BARCLAY 


Contributing Editor 


AGENCY PARTICIPATION IN COMMON TRUST FUND 
UNDER NEW ZEALAND TRUST COMPANIES ACT 1960 


which provide for income to be payable 
to the settlor with remainder to his es- 
tate. The ostensible purpose of the pro- 
posed amendment is to make quite sure 
that the facilities of the common trust 
fund mechanism are not used by per- 
sons seeking only investment manage- 
ment of their securities. Here, at the 
same time, we find New Zealand affirm- 
atively welcoming agency accounts as 
participants in bank administered com- 
mon trust funds where the only reason 
for such participation would be to ob- 
tain investment management. 

From the very inception of its regu- 
lation of common trust funds the Board 
of Governors has had a great fear that 
they would be “misused” as vehicles for 
mere investment management rather 
than as an investment medium for fi- 
duciary accounts alone. From the out- 
set the Board has felt that revocable 
trusts are suspect as being possibly 
nothing more than an attempt to obtain 
the benefits of common trust fund man- 
agement by using the trust form where 
no trust is really intended. It was 
thought that these fears had been allayed 
by giving the responsibility of determin- 
ing the bona fides of trusts to the trust 
investment committee which is the only 
body which can possibly make an in- 
telligent evaluation on _ this _ score. 
Through its newly proposed amendment 
to Section 17(a) the Board would flatly 
state that all trusts of the type subject 
to the prohibition are not bona fide, re- 
gardless of the actual facts. 


Twenty-five years ago the then staff 
of the Board had the curious idea that 
a man would make a trust, which was 
not in fact a trust in intent, for the 
purpose of going into a common trust 
fund when the unit value was low, with- 
drawing at a higher value, and repeat- 
ing the process time and again. In other 
words, they feared an intent to speculate 
through the common trust fund in this 
manner. We were then able to convince 
the staff that aside from the great im- 


probability that any settlor would think 
he could successfully so _ speculate 
through a fund administered in the 
usual conservative manner of banks, no 
bank in its right mind would permit 
such a perversion of the purpose of one 
of its services of which it would be par- 
ticularly proud. This conception has of 
course been proved accurate over the 
years. In feeling so concerned on the 
subject as to want to take the action it 
proposes, the present Board is tilting at 
windmills to the great detriment of the 
beneficiaries of trusts. 











An agency account could not partici: | 
pate in a common trust fund in the | 
United States unless there were an | 
amendment to the definition of common — 
trust funds as now contained in the In- 
ternal Revenue Code. As a_ practical 
matter such an amendment would prob- 
ably be hard to obtain at this time. But 
both philosophically and on the basis of 
experience it is hard to see how con- 
mon trust funds could be endangered if 
bank administered agencies were al- 
lowed to participate. It is fantastic to 
believe that any bank’s investment pol- 
icy could be swayed by the principal of 
an agency account. Thus the present 
proposal of the Board of Governors is 
definitely a step backward. It is the 
writer’s belief that a few years from 
now the New Zealand experience will 
have turned out to be highly satisfactory * 
and we will then be able to urge suc 
cessfully that it be followed here. In the 
meanwhile, it is submitted that the 
Board of Governors should not take an 
isolated retrogressive step, in the face 
of its own statement of intention to 
make a thorough reevaluation of the 
Regulation, because of an unfounded 
fear of a non-existent peril. Until there | 
is such a broadening of the definition, 
however, banks will most certainly con- 
tinue to conform to the spirit of the 
law as presently written. 


~—F 








Another interesting feature of the” 
New Zealand law is that it permits the 
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bank to ‘ransfer securities directly from 
trust. ac ounts to common trust funds. 
This ha. never been permitted under 
Regulation F, presumably due to a fear 
that the banks would “unload” second 
grade sc urities from the portfolios of 


individus! trusts into their common 
trust funds. This ban, together with 
many other restrictions found in the 
Regulation, reflects the state of mind 


which existed during and after the de- 
pression. Since the reasons for the con- 
cerns of 25 years ago have largely dis- 
appeared, it seems desirable that the 
Board of Governors should approach 
their proposed reexamination of Section 
17 from a forward looking rather than 
a punitive point of view. 

One noticeable omission in the New 
Zealand act is the lack of any reference 
to liquidating accounts. Fortunately 
there have not been any instances in 
this country, to the writer’s knowledge, 
where it has been found necessary to 
use this machinery. It has so far always 
heen possible to sell any security which 
the management of a common trust 
fund has wanted to dispose of. But the 
time may arrive when these provisions, 
even though they are most cumbersome, 
might prove to be the only way to 
handle a particular non-liquid invest- 
ment situation. Presumably trustee com- 
panies in New Zealand can cover this 
contingency in their plans, although, in- 
terestingly enough, the statute makes no 
requirement for a written plan. 


WOMEN’S ADVISORY 
COMMITTEES 


HE First COMMERCIAL BANK OF 

Chicago recently appointed an ad- 
visory committee of women to consult 
with and assist the officers and directors 
of that bank. This is the first case, to 
the knowledge of the writer, where such 
a group has been established. It points 
up the question of why women’s com- 
mittees have not been more widely used 
by banks, and particularly by trust de- 
partments. 

With a few very notable exceptions 
women have not risen to the top rank of 
management in the banking field. There 
would seem to be no inherent reason for 
this other than the fact that in the na- 
ture of things there are fewer women 
in business and the professions than 
there are men. It has been gratifying to 
observe, however, that there has been 
a noticeable increase over the past few 
years in the number of women who have 
been promoted to junior officerships in 
tust departments and an_ increasing 
number of women are being employed 
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in new business activities and in other 
areas requiring contact with the public, 
particularly their fellow women. Wit- 
ness the fact that the question of 
whether to admit women as students is 
an urgent one in connection with the 
various banking and trust schools now 
flourishing throughout the country, es- 
pecially in the case of those schools 
which operate at the state level. 

If women make good trust officers, 
one would suppose that they would also 
make good advisers to trust officers and 
to directors who serve on trust commit- 
tees. The writer has never believed that 
the currently popular conception that 
women control more than 50% of the 
wealth of the country is strictly true. 
They probably do not have the respon- 
sibility for managing so much property 
but, on the other hand, they undoubted- 
ly do have a definite interest, as trust 
beneficiaries and otherwise, in a sub- 
stantial proportion of the nation’s in- 
vested wealth. Why, therefore, even 
though they may not have legal control, 
should not their views be sought as to 
the best ways of managing the property 
which is so important to their welfare? 
Since such advice can hardly be asked 
on an individual basis, an advisory com- 
mittee of women would seem to be an 
obvious answer. 

In the field of public relations, the 
presence of such a committee as an ad- 
junct to a trust department should have 
welcome effects in any community. It 
would seem logical that much business 
would be attracted to any bank from its 
women customers and prospects if they 
learned that their particular points of 
view were being presented to the bank 
management on a definite and official 
basis. As a matter of fact, is there any 
reason why a bank should not appoint 
a woman as a director and so achieve 
representation for the distaff side at the 
highest possible level? 


TRUST OPERATIONS MANUAL 


S ANNOUNCED IN THE OCTOBER ISSUE 
(p. 983) the Trust Section of the 
Texas Bankers Association has come 
forth with a very thorough new opera- 
tions manual. This makes the fourth 
state association, the others being those 
of New York, Pennsylvania and Florida, 
which have prepared such manuals for 
their own trust departments, making 
them available to others having an in- 
terest in them. 

The Texas manual consists of 119 
pages, printed on heavy paper and 
bound in a heavy cloth binding. Its 
physical appearance is most impressive 





ARE YOU VULNERABLE . . ? 


or Is Your PRESENT TICKLER 
SYSTEM THE SAFEGUARD 
AGAINST ‘FAILURES AND 
OMISSIONS’ 


“Memory is a wonderful thing; it’s too 
bad we don’t have better ones” 


Anonymous 


The Duties Tickler and Check-list of 
progress in administration of estates, 
trusts, guardianships and escrows is 
an essential tool of every fiduciary. 


If the answer to the following ques- 
tions is not in the affirmative, you are 
vulnerable. 


When the Examiners come in, can you 
quickly show the status of any account? 


If the account executive is on vacation, 
dies, retires or leaves, do you know just 
how far the duties have been performed? 


Do you know (or rely on memory) what 
jobs must be done immediately—and on 
certain future dates? 


Is your tickler system infallible for both 
recurring and non-recurring actions? 


Will there be any slip-up that would 
create embarrassment, or even a liability, 
with beneficiaries—with the court? 


Do you know where you stand at any 
moment and in every account, or do you 


hope everything has been attended to 
properly? 


No fiduciary can operate efficiently or 
economically without a ‘control sys- 
tem.’ And an incomplete system may 
be worse than none. Make sure that 
you have the best, to be safe and to 
save time and trouble. 


The ‘RECORD AND CHECK 
SYSTEM’ 


developed by Fiduciary Pubilshers, 
Inc., used by banks in forty states, and 
proven by use over many years, will 
assure that every required action is 


taken, and at the time it should be 
taken. 


Send now for a complete set of 
RECORD & CHECK SYSTEM, for 
comparison with your present tickler 
and progress controls. Price: $6.00 
(postage prepaid). Price list for quan- 
tity copies of each form will be sent 
with sample set, together with Instruc- 
tions for use of each sheet and card. 


Address: 
Record & Check System 
Fiduciary Publishers, Inc. 
50 East 42nd St., New York 17, N. Y. 
NOTE: A special packet of forms is 


available, at $5.00, for LAWYERS act- 
ing in any Fiduciary capacity. 
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and its contents extremely useful. It is 
not possible in this space to review the 
manual in any detail but the following 
list of chapter headings will give some 
idea of the scope of the project. 


1. Policies and Procedures for the 
Acceptance, Administration and Clos- 
ing of Personal Accounts. 


2. Policies and Procedures for the 
Acceptance and Administration of 
Corporate Accounts. 


3. Nominee Registration of Securi- 
ties. 


4. Procedure for Handling Stock 
Dividends, Proxies, Rights and Ex- 
change of Securities. 


5. Vault Control for Securities and 
Miscellaneous Assets. 


6. Investment Supervision and Pro- 
cedure for Reviewing Accounts. 


7. Procedure for the Establishment 
and the Operation of a Common Trust 
Fund. 

8. Management of Mineral Proper- 
ties, Real Estate and Mortgages by a 
Corporate Fiduciary. 

9. Establishment and Use of an 
Addressograph System in Trust Oper- 
ations. 

10. Procedure for 
Tickler System. 

11. Trust Department 
Coverage. 

12. Types of and Procedures Used 
in Trust Department Accounting Re- 
ports. 


Operating the 


Insurance 


13. Internal Audit Control of Trust 
Departments. 


The writer has not examined the 
Pennsylvania and Florida manuals but 
it is of interest to note the similarities 
and differences between the Texas and 
New York productions. New York spe- 
cifically duplicates only chapters 1, 3, 
4, 5 and 6 of the Texas manual. But 
some of the New York chapter heads, 
such as Administrative Digest, Check 
List and Personal Trust Department Ac- 
count Files are scattered through the 
various Texas chapters. In other words, 
the contents of the two manuals are to 
a considerable extent similar, as must of 
necessity be the the case, although it is 
not possible to check this easily by a 
mere comparison of subject titles. The 
Texas manual may be obtained at a 
cost of $7.50 from B. J. Clark of First 
National Bank in Midland, who was 
chairman of the working committee. 

The New York committee has just 
added two new chapters to its manual, 
covering the subjects of check lists and 
trust department account files. The es- 
tate check list, which is complete in that 
it covers opening, administration and 
closing, is seven pages long. The list 
for the opening of trust, guardian and 
committee accounts covers three pages, 
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and that for the closing of such ae. 
counts, two pages. There are in addition 
check lists for the opening and for the 
closing of custodian and investment 
management accounts and of employee 
benefit accounts. All banks which had 
previously purchased this manual have 
already been sent these two new chap- 
ters free of further charge. The present 
16 chapters may be obtained from the 
Trust Division, New York State Bank. 
ers Association, 405 Lexington Ave, 
New York 17, at a cost of $3. The com. 
mittee is now engaged in the prepara. 
tion of further chapters covering in- 
come tax procedures and nominee regis. 
tration. 

The New York committee has also 
just completed a revised schedule for 
the retention of records in a personal 
trust department. This 8-page schedule 
is now at the printers and will be avail- 
able by the time this appears in print. 
The cost will be $1. 

AAA 


Trust CoMPANY DOUBLES 
VAULT CAPACITY 


A change from storing stocks and 
bonds in vault compartment drawers to 
open shelf filing has doubled the ca- 
pacity of the security vault of Rhode 


Island Hospital Trust Co., Providence, | 


without adding any space. At the same 
time efficiency has been increased. 

Hospital Trust began more than two 
years ago to make the shift and nearly 
a year ago introduced the colored-folder 
system. The folders of securities are 
catalogued and placed on steel shelves 
in a section of the vault partitioned off 
by heavy iron caging and _ accessible 
only to the vault keeper and vault custo- 
dian through a double locked door. In 
this manner “dual control” is main- 
tained. 








Otto Graemiger (front), vault keeper and 

George Stewart, trust custodian, at work 

in the new open shelf security vault at 

Rhode Island Hospital Trust Company, 
Providence. 
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ARIZONA 


PHOENIX—John H. Brahm, president of First NATIONAL 
BANK OF ARIZONA, joined Firstamerica Corp. in Los Angeles 
as vice president, and is succeeded by James Byers, who 


has heretofore been president of Bank of Idaho, Boise. 
eC Byers began his banking career with Bank of Italy in San 
e Jose, California, in 1927. 
‘3 PHOENIX—VALLEY NATIONAL BANK appointed John H. 
. Noll and A. J. Driscoll asst. trust officers, the latter in 
. Flagstaff. 
1- 
S. CALIFORNIA 


BEVERLY HILLS—Leonard H. Jacob named trust officer at 
30 Union BANK. 
or 


al 
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LOS ANGELES—CITIZENS NATIONAL BANK appointed Har- 
old Erlandson asst. trust officer. Erlandson has been an 
administrative assistant in the new business division of the 
trust department. 


LOS ANGELES—Lowell T. Anderson named asst. trust 
officer at SECURITY First NATIONAL BANK. 


SAN FRANCISCO—S. Vilas Beckwith appointed to the 

newly created post of vice president and senior trust officer 

at BANK OF CALIFORNIA N.A. and continues as top ranking 
ind trust official. Advanced to vice presidents.and trust officers 
to were Emil A. Andker (head office), Julian R. Smith (Port- 
ca. land, Ore. office), Lawrence L. Allison (Seattle office) and 
re Edward S. Walker (Tacoma office). Elevated to trust officers 
were R. Lawrence Brown (Seattle), Harvey H. Pasic and 
Bruce C. Shepard (Tacoma) and Donald P. Eckman and 
Clark H. Fisher (Portland). New asst. trust officers are 
Justin A. Gross, G. W. Sheldon, J. Robert Strickland (all 
two head office) and J. Wayne Grubbs, Jr. (Seattle). Appointed 
arly assistant secretaries in the trust department: Donald D. 
lder Crawford, Jr., Leopold E. Falk, Robert G. Funston, Richard 
are J. Grueza, Ward Ingersoll and William M. Scaggs (all of 
head office). 


ice, 
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| off SAN FRANCISCO—Paciric NATIONAL BANK elected Peter 
sible M. Chase an asst. trust officer. 


usto- 
In COLORADO 


ain- DENVER—Vernon T. Reece, Jr., asst. vice president and 


trust officer, replaces E. Martin Larsen as head of the trust 
—— § department of CENTRAL BANK & Trust Co. Larsen has 
ee | joined a bank in Racine, Wis. 


a | DENVER—At First NATIONAL BANK oF DENVER, James I. 
we Peterson, Joseph C. Fabian and John Mason, Jr. elected asst. 
| trust officers. Peterson, assigned to the pension and profit 
sharing trust division, received his LL.B. degree from U. 
of Colorado. Fabian, in corporate trusts, is a graduate of 
U. of Michigan Law School. Mason is a graduate of U. of 
Colorado with a degree in Business Administration. 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


CONNECTICUT 





kkkkk 

BRIDGEPORT—Nelson L. North, Jr., 
vice president and trust officer of CITY 
Trust Co., promoted to senior vice 
president, banking division; Harold W. 
Clauson to asst. vice president and 
trust officer; Kenneth M. Park trans- 
ferred from South Norwalk and ad- 
vanced to assistant secretary and trust 
officer, main office; and Thomas A. 
NELSON L. Nortu, Jr. Kiernan to trust officer. North re- 

ceived a B.A. degree from Wesleyan 
U. and studied at Columbia U. Law School. Associated 
for six years with Chase National Bank trust department 
before joining that department of Bridgeport-City Trust 
in July 1952, North is also a graduate of the Graduate 
School of Banking, Rutgers U. Clauson, a graduate of 
Northeastern U., joined the old City National Bank in 1922. 
Park, also a graduate of the Graduate School of Banking, 
started with the South Norwalk Trust Co. in 1938. Kiernan 
joined the bank in 1925. 





GREENWICH & STAMFORD—NatIonaL BANK & TRUST 
Co. appointed Steven L. Frost a trust officer at Greenwich; 
Richard K, Alley asst. trust officer at Stamford. 





toto 

HARTFORD—Ostrom Enders became 
chairman of HARTFORD NATIONAL BANK 
& Trust Co. and Milton H. Glover suc- 
ceeds him as president. Enders con- 
tinues as chief executive officer. Bar- 
clay Robinson, senior vice president 
and head of the trust division, became 
vice chairman: George Guillard, also 
a senior vice president, became execu- 
tive vice president; Wellington C. Mac- 
donough, vice president and trust offi- 
cer, became senior vice president; Richard B. Redfield, vice 
president and trust officer, became vice president in the 
business development department where he is concerned 
with municipal financing; William A. Dickinson, 3d, pro- 
moted to vice president and trust officer; Walter T. Hyer 
to trust officer; and Robert F. Aronson and Edward S. Dana 
to asst. trust officers. The positions of chairman, vice chair- 
man and executive vice president are new. 

Robinson, a graduate of Yale, attended Harvard and Yale 
Law Schools and practiced law from 1923 to 1950 when he 
joined the Bank as head of the trust division. Macdonough 
joined the trust department in 1920; and served ten years 
on the Board of Finance of the Town of Wethersfield, the 
last seven years as chairman. Dickinson and Redfield are 
graduates of the Stonier Graduate School of Banking. 
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NEW HAVEN—Chester G. Eliason, in charge of the cor- 
porate and pension section of the trust department of First 
NEw HAVEN NATIONAL BANK, promoted to vice president; 
Paul C. Benson from trust officer to asst. vice president; and 
Robert A. Cairns to trust officer. 


DELAWARE 


WILMINGTON—WILMINGTON TRusT Co. elected Lewis B. 
Hyman, Jr. an assistant secretary in the estate settlement 
division of the trust department. Hyman is a graduate of 
Duke U. 


DISTRICT OF COLUMBIA 


WASHINGTON—At AMERICAN SECURITY & TRUST Co. John 
J. Ahearn advanced from assistant secretary to asst. vice 
president; Augustus P. Crenshaw, III to asst. trust officer. 
Ahearn, who is director of advertising and public relations, 
has been with American Security since 1947, and is past 
president of the Financial Public Relations Council of 
Greater Washington. Crenshaw, graduate of Georgetown U. 
and Law School, is assistant tax administrator in the trust 
department. 


GEORGIA 


ATLANTA—Marvin R. Benson promoted to asst. trust officer 
at TRUST COMPANY OF GEORGIA. Benson received his BBA 
degree from U. of Georgia, and also attended the Atlanta 
Law School. 


IDAHO 


BOISE—Arlos C. Peck named asst. trust officer at First 
SECURITY BANK OF IDAHO. 


ILLINOIS 


CHICAGO—William G. Ericsson and Edwin C. King pro- 
moted to vice presidents in the trust department of AMER- 
ICAN NATIONAL BANK & TrRusT Co., and Fred J. Hermann 
and William J. McCarthy named asst. trust officers. 


CHICAGO—City NATIONAL BANK & TRUST Co. advanced 
William J. Purcell from trust officer to asst. vice president 
in accordance with his new assignment as head of the 
business development and public relations division. He re- 
places the late John L. Chapman, New asst. trust officers 
are J. W. Hermann in corporate trust administratian and 
Earl C. Kratzer in personal trust administration. 


CHICAGO—COonrTINENTAL ILLINOIS NATIONAL BANK & TRUST 
Co. elected Leonard A. Lescher secretary of the trust de- 
partment upon retirement of Leo V. Harnden. Lescher began 
his banking career in 1925 with a predecessor of the current 
Continental organization. He is a member of the Chicago Bar 
Association’s committee on corporation law. 


CHICAGO—Clarence B. Jennett, vice president of First 
NATIONAL BANK’s trust department and an executive officer 
since 1947, retired under the bank’s pension plan. 


QUINCY—Ralph Tomamichel appointed trust officer at MER- 
CANTILE TRUST & SAVINGS BANK to replace the late Robert 
R. Bunting. 


INDIANA 
INDIANAPOLIS—Alfred T. Hansen and Carl N. Baldauf 
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Chicago 
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elevated to. asst. trust officers at INDIANA NATIONAL Bank, 
Hansen received his BBA from River Falls State College 
and his MBA from U. of Wisconsin, and is in the securities 
analysis department. Baldauf holds a BS in agriculture 
from Purdue U. and is manager of the out-of-city real estate 
section of the trust department. 


KANSAS 


TOPEKA~—Richard C. Simpson elected asst. trust officer at 
MERCHANTS NATIONAL BANK. 


KENTUCKY 


LOUISVILLE—William H. Webster named vice president 
in charge of the trust department of CITIZENS FIDELITy 
BANK & TrusT Co., where he will be responsible for ¢o- 
ordinating the several functions of the trust departments, 
Webster comes from NATIONAL BANK OF COMMERCE, San 
Antonio, where he was vice president and trust officer. He 
attended Cornell U. and the Graduate School of Banking 
at Rutgers, and was president of San Antonio Estate Plan. 


ners Council. Bart A. Brown, senior vice president, con. | 


tinues in charge of administration; J. H. Durham, invest- 


ment; K. A. Browne, real estate, and F. B. Register, cor- | 


porate trust. 


MAINE 
PORTLAND—Frank Helyar, who joined First NATIONAL 


BANK in 1959 after several years experience in the life in- | 


surance field specializing in estate planning, elected trust 


officer and continues in the estate planning and business © 


development division of the trust department; V. Keith Wil- 
son, Jr. elected asst. trust officer. Helyar is a graduate of 


Yale; Wilson of Harvard Law School in 1959 when he joined © 


the trust department. 


MARYLAND 


CUMBERLAND—Hugh D. Shires, vice president and trust 
officer of First NATIONAL BANK, elected a member of the 
board of directors. 


MASSACHUSETTS 


BOSTON—First NATIONAL BANK elected Augustin H. 
Parker, Jr. a senior vice president. Parker is also president 
of the Bank’s allied institution, OLD CoLony Trust Co. which 
announced the following changes: Robert D. Fisher, Malcolm 
W. Hall and Frederick C. Rozelle, Jr. elected asst. vice 
presidents; Samuel C. Parsons, investment officer; Joseph 
L. Healy and Susan W. Miller, trust officers; Elaine L. 
Cole, trust representative; and John C. Hall, Arthur V. 
Harper, Jr. and Robert J. Whitehouse, asst trust officers. 


BOSTON—NEw ENGLAND NATIONAL BANK promoted to asst. 
vice presidents and trust officers: John H. Ashe, Henry G. 
Brooks, Jr. and William J. Robinson; to trust officer: Robert 
B. Holmes; to vice presidents and trust officers: Richard P. 
Barnard, C. Russell Eddy and E. Linwood Savage. Philip W. 
Stocker advanced to senior vice president. 

BOSTON—Charles U. Langdell elected a trust officer of 
NATIONAL SHAWMUT BANK and Daniel E. Carr an asst. 
trust officer. Langdell received his MBA from Harvard 
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NORMAN B. WESTON 
Detroit 


Lewis H. WHITAKER 


ROBERT W. HAMILTON 
Detroit 
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Graduate School of Business Administration; Carr the same 
degree from Boston U. 


BOSTON—Warren E. Sutherland advanced to vice presi- 
dent in the investments and financial planning division, STATE 
SrrEET BANK & TRusT Co.; and William B. Osgood elected 
asst, trust officer. 


CAMBRIDGE—William B. Lochman promoted to vice presi- 
dent and trust officer of HARVARD Trust Co. 


MALDEN—Harold E. MacInnis elected chairman of the 
trust committee of MALDEN TrRusT Co. and relinquishes his 
duties as senior vice president and trust officer. MacInnis 
joined the staff of Malden Trust as a messenger and clerk 
in 1907 upon graduation from High School, and has been 
instrumental in establishing the trust department which now 
handles over $17 million assets. 


MICHIGAN 


DETROIT—Lewis H. Whitaker appointed trust officer in 
charge of the stock transfer department of MANUFACTURERS 
NATIONAL BANK. A graduate of U. of Massachusetts, 
Whitaker has been in banking since 1927. Richard W. Heiss 
and Richard D. Helmrich named asst. trust officers. 
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DETROIT—George E. Parker advanced 
to the newly created post of executive 
vice president, NATIONAL BANK OF DE- 
TROIT. Formerly vice president and 
trust officer in charge of the trust de- 
partment since 1946, Parker will con- 
tinue to act as chairman of the trust 
committee, 

Norman B. Weston, completing his 
20th year with the bank, advanced to 
vice president and trust officer to suc- 
ceed Parker as directing chief of the trust department. 


GEORGE E. PARKER 





FLINT—Harry C. Gravelyn and Freeman C. Visser named 
asst. trust officers at MICHIGAN NATIONAL BANK. 


MINNESOTA 


ST. PAUL—At First Trust CoMPANY oF SAINT PAUL, 
Thomas 8. McClanahan, Mark Dreyer and Harley L. Dan- 
forth elected asst. vice presidents. McClanahan holds de- 









THOMAS S. MCCLANAHAN 





MARK DREYER HARLEY L. DANFORTH 


grees from Knox College and the U. of Minnesota. Dreyer, 
a graduate of U. of Wisconsin, will head the investment 
research department. Danforth, graduate of Macalester Col- 
lege, was asst. investment officer, 
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NEW JERSEY 


BOUND BROOK—George F. Perkins named vice president 
and will continue as trust officer at First NATIONAL BANK 
oF SOMERSET CoUNTY; and Henry Whitenack named asst. 
trust officer. 


NEWARK—FWELIty UNION Trust Co. named Brock Lewis 
an asst. trust officer. 


NEWARK-—S. Jervis Brinton, Jr. promoted to trust officer 
at NATIONAL NEWARK & ESSEX BANKING Co.; Wilson W. 
Stearly, Jr. named asst. trust officer at Montclair office, in 
the business development division of the trust department. 
Brinton is a graduate of Williams College, New York U. 
Graduate School of Business Administration and the Stonier 
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asst. vice president in trust department, Charles F. Ruge; 
corporate trust officers, Howard W. Tagliabue and Ernest 
























































: elect 
Graduate School of Banking. L. Loser; personal trust officers, Richard A. Barney and and 
TRENTON—Robert W. Hamilton elected vice president in ONS: Fa, Fe trust 
the trust department of TRENTON TruUsT Co. Hamilton, an NEW YORK—Empire Trust Co. advanced Herbert W. depa 
attorney, was formerly with Penn Mutual Life Insurance Becker to asst. vice president in the estates and trust de- NYA 
Co. of Philadelphia. partment. Mari 
NEW YORK NEW YORK—At Finuciary Trust Co. Harry W. Fowler ing 
dietriets appointed president succeeding John Fiske, named chairman Mari 
BROOKLYN—John J. Lynch succeeds of the executive committee; Robert L. Spang promoted from oly 
. ; q ; a g : : an 
Chester A. Allen as president of KINGs a to ae . srg has — Pe degre 
County Trust Co., the latter becoming iduciary Trust since ; Fiske since it was founded in 
chairman. George Gray became execu- 1931. SPR! 
tive vice president, having been vice liam 
president in charge of the trust depart- Natl 
ment. Allen, himself a former head of rorererare 
“ the trust department, joined the bank 
GEORGE GRAY in 1931. Lynch was for many years NEW YORK—Joseph E. Morris, as- CINC 
with the New York State Supreme sociated with the supervision of the advat 
Court, and for eight years was Commissioner of Borough trust division of First NATIONAL BANK, John 
Works. named a senior vice president. Morris § Trust 
is also executive vice president of the | partn 
NEW YORK—Robert P. Ulm and William J. Lutz elected bank’s affiliate First NATIONAL City @ with 
asst. vice presidents of BANKERS TRUST Co., the former in TRusT Co. | opera 
corporate agency division, the latter in investment advisory JOSEPH E. Morris CINC 
division. Emil P, Cenci named assistant secretary in trust 
" and t 
operations, and Robert P. Borges, asst. trust officer. uate « 
NEW YORK—At Bank or New York Joseph A. Hannan, NEW YORK—E. Tinsley Ray promoted to vice president § 4 R, 
Jr. appointed executive vice president in charge of branch and senior trust officer at GRACE NATIONAL BANK; Martin § John 


offices division. Hannan joined the Bank in 1922 as a mes- 
senger. 


NEW YORK—Elected trust vice presidents at CHASE MAN- 
HATTAN BANK were Jean M. Lindberg, Donald L. MacCon- 
nach (pension trust); J. Stanley Parkin and William T. 
Reiners (personal trusts and estates); Milton J. Redlich 
(head of agency administration, trust, succeeding J. Bryson 
Aird, retired) ; William H. Adams (corporate trust). Elected 





J. Grimm and Thomas F. McDevitt to senior trust officers; 
Thomas T. Brekka, Carl A. Schmidt and Edward H. White to 
trust officers; and Edgar A. Boxhorn, Joseph Hutton, Ellis 
A. Mills, Andrew L. Robinson, Jr. and Clayton M. Seeley 
named asst. trust officers. 


NEW YORK—HAnNover BANK elected Philip J. Englert, 
William McGorry and George Mohrmann vice presidents, and 
John G. Nicholson, John L. Tittle and James A. Turley, Jr. 
assistant vice presidents in the personal trust division. Me- 
Gorry, Nicholson and Turley are in the will review and 












estate analysis group. Englert has charge of the real estate i: 

department. Mohrmann is with the employee benefit plans § trust 

department and Tittle is in personal trust operations. Elected } Chase 

assistant secretaries were Benjamin M. Bloodworth, David 9 Richa, 

C. Cates and John J. Kindred; assistant treasurer, George CING 
4 A. Nelson, Jr., all in personal trust. Donal 
alm NEW YORK—Irvinc Trust Co. promoted Paul W. Howelf Banx, 
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J. STANLEY PARKIN 


to vice president. Associated with Irving since 1930, Howe} 


is in charge of operations of the personal trust division. John 

















D. MacNeary advanced to asst. vice president, having joined 
Irving in 1949. MacNeary has been with the personal trust 
accounts, and is a member of the New York Bar. 


NEW YORK—At Morcan Guaranty Trust Co. F. Frith 
Pickslay, Jr. became vice president in charge of trust mat 
ters at the midtown offices. Pickslay was first employed by§ ® 
Guaranty Trust in 1934. Promoted to asst. vice presidents] — 
were Thomas W. Stanley of stock transfer division and 
William C. Zink of custody department. Robert S. Denvil 
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PHILIP J. ENGLERT 
New York 


WILLIAM McCGorRRY 
New York 


in personal trust, and Paul G. Norris in corporate trust 
elected trust officers; Robert E. Borgesen, Lillian Otlowski 
and Kingston S. Seibert named asst. trust officers, personal 
trust; and Carl L. Swanson assistant secretary in custody 
department. 


NYACK—Charles A. Bochart appointed trust officer of 
MARINE MIDLAND TRUST Co. OF ROCKLAND COUNTY succeed- 
ing Bradford M. Johnson who retired after 48 years with 
Marine Midland. Joining the Company last January, Bochart 
previously was with Long Island Trust Co., Garden City, 
and Guaranty Trust Co., New York. He received his BS 
degree from New York U. 


SPRINGFIELD GARDENS—Harold M. Walters and Wil- 
lam A. Stockel named asst. trust officers at MEADOW Brook 
NATIONAL BANK. 


OHIO 


CINCINNATI—Donald W. Franks and Herbert J. Stenger 
advanced to asst. trust officers at CENTRAL TRUST Co.; and 
John J. Ripberger to assistant secretary. Franks, with the 
Trust Co. since 1947, is manager of the corporate trust de- 
partment. Stenger, a common trust fund specialist, has been 


{ with the bank since 1944. Ripberger is manager of trust 


operations. 


CINCINNATI—Glenn A. Biggs promoted to vice president 
and trust officer of FirtH THIRD UNION Trust Co. A grad- 
uate of U. of Cincinnati and the Graduate School of Banking 
at Rutgers U., Biggs has been with Fifth Third 33 years. 
John E, Goyert and Harry W. Niehaus advanced tc senior 








GLENN A. BIGGS JOHN E. GOYERT 


HARRY W. NIEHAUS 


trust officers, both holding law degrees from Salmon P. 
Chase College of Law. New asst. trust officers named were 
Richard H. Hanauer, Donald K. Kline and Leslie G. Sharp. 
CINCINNATI—Mark T. Johnson, James J. Ashburn and 
Donald M. Levi became asst. trust officers of First NATIONAL 
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COLUMBUS—Robert W. Laylin retired as vice president 
and trust officer of Ciry NATIONAL BANK after 52 years of 
service. Robert J. Morton, vice president and trust officer and 
acting head of the trust department, replaces him with full 
responsibility. 

DAYTON—Chairman of the board Eugene Kettering became 
chairman of the executive committee and is succeeded by I. 
H. Jones as board chairman of WINTERS NATIONAL BANK & 
Trust Co.; Frank G. Anger assumed the presidency, having 
been senior vice president of Harris Trust & SAVINGS BANK 
which merged in October with CHicaco NATIONAL BANK, of 
which he had served as president for five years. Anger re- 
cently received the first award for statesmanship in banking 
in the 70-year history of the Illinois Bankers Association. 
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TOLEDO—At ToLepo Trust Co. W. 
C. Draper advanced to senior vice 
president and trust officer and ad- 
ministrative head of the trust depart- 
ment, in which capacity he continues. 
A. M. Wilson moved up to vice presi- 
dent in charge of advertising. 





W. C. DRAPER 





OKLAHOMA 


TULSA—F. G. McClintock elected president of First Na- 
TIONAL BANK & TRusT Co. succeeding R. Elmo Thompson, 
elected board chairman; R. Otis McClintock made senior 
chairman. 


OREGON 
PORTLAND—BANK OF CALIFORNIA N.A. (See San Fran- 
cisco). 
PORTLAN D—Edward P. Jones advanced to asst. trust officer 
at First NATIONAL BAMK. 


PENNSYLVANIA 


PHILADELPHIA—Elected asst. vice presidents at FIDELITY- 
PHILADELPHIA TRUST Co. were Bruce D. Smith and William 
H. G. Warner. Smith, who received his AB degree from 
Haverford and an LLB from U of Pennsylvania, has been 
a trust officer since 1956. Warner, also a graduate of Haver- 
ford and U. of Pennsylvania Law School, became a trust 
officer in 57. Promoted to trust officers were Alfred B. Barto, 
Donald Hayes, J. Harold Hentz, Theodore Kling, Jr., Philip 
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Dallas 


ROBERT S. BEAUPRE 
Seattle 
M. Smithers and Charles B. P. VanPelt; to asst. trust offi- 
cers, Samuel D. Caldwell, 3rd., John T. Stewart, Jr. and 
John H. Test. 
PHILADELPHIA—PRovIDENT TRADESMENS BANK & TRUST 
Co. promoted Roger S. Hillas to vice president; William 
Weir Donaldson and Frederic E. Mygatt, III to asst. vice 
presidents (all trust); Paul F. Toolan to trust officer. Ap- 
pointed trust tax officer, Charles R. Gibson; asst. trust 
officer, Howard S. Ford; asst. trust investment officers, Rob- 
ert W. Lambert, George W. Moffitt, Jr.; Thomas C. Pattison 
and Edward S. Stouch. 
PHILADELPHIA—Donald S. Alderfer named asst. trust 
officer at LIBERTY REAL ESTATE BANK & TRuST Co. 


PITTSBURGH—David K. Hildner, formerly trust auditor of 
PITTSBURGH NATIONAL BANK, elected trust investment offi- 
cer; James M. Aiken, formerly commercial auditor, named 
trust auditor and assigned to the trust division. 

RHODE ISLAND 


PROVIDENCE—Elected a trust officer of CITIZENS TRUST 
Co. is Victor B. Schwartz, former special assistant to the 
treasurer of International Paper Co. 


PROVIDENCE—Far! D. Chambers promoted to trust officer 
at RHODE ISLAND HOSPITAL TRUST Co. Chambers came to the 
Company in 1953 from Hanover Bank in New York, in 
1955 transferred to the personal agency division. He 
holds an AB degree from Dartmouth and is secretary and a 
member of the executive committee of the Providence Society 


of Financial Analysts. Charles E. Hustedt elected asst. trust 
officer. 


SOUTH CAROLINA 


COLUMBIA—Hugh C. Lane became chairman of the board 
of CITIZENS & SOUTHERN NATIONAL BANK, and is succeeded 
as president by J. Willis Cantey. Cantey is presently a 
member of the South Carolina State Ports Authority, and 
vice chairman of the South Carolina Radio Free Europe Fund. 
RACINE—E. Martin Larsen joined 

TEXAS 


BEAUMONT—First NATIONAL BANK promoted William P. 
Machemehl to senior vice president and trust officer. A 
graduate of Texas A&M College, Machemehl joined the 
bank in 1950. He is a director of the Beaumont Business 
and Estate Planning Council. A new asst. trust officer elected 
was Joel A. Lipscomb, Jr. With the bank since 1952, 
Lipscomb is a graduate of U. of Texas. 

DALLAS—Thomas G. Smith advanced from asst. vice presi- 
dent and trust officer to vice president, and Alfred F. Ed- 
wards to trust officer, REPUBLIC NATIONAL BANK. 
HOUSTON—Marvin K. Collie resigned as president of Na- 
TIONAL BANK OF COMMERCE to resume practice of law. Collie 
previously was with the law firm of Vinson, Elkins, Weems 


and Searls for some 18 years, and is one of the nation’s lead- 
ing taxation experts. 


VIRGINIA 


DANVILLE—Miles Poindexter, II, promoted to vice presi- 
dent and trust officer of AMERICAN NATIONAL BANK & TRUST 
Co. Poindexier received BS and LLB‘ degrees from U. of 
Virginia, is a graduate of the Graduate School of Banking 
at Rutgers U., and served on the school’s Board of Regents. 






NORFOLK—BANK OF VIRGINIA elected E. Warren Boyd as 
asst. trust officer. Boyd is a graduate of U. of Virginia and 
attended the Trust School sponsored by the Virginia Bankers 
Association in 1959. 

NORFOLK—R. Cosby Moore elected president of Nationarz 
BANK OF COMMERCE to succeed S. T. Northern, who retired, 
Moore, who is completing his 36th year at the bank, at. 
tended College of William and Mary, is a graduate of the 
Graduate School of Banking at Rutgers. Among his many 
civic activities he is president-elect of the Downtown Norfolk 
Association, treasurer of the Norfolk Chamber of Commerce, 


WASHINGTON 


SEATTLE & TACOMA—BANK OF CALIFORNIA N.A. (See 
San Francisco). 


SEATTLE—At SEATTLE-FirstT NATIONAL BANK Charles D, 
Saunders, executive vice president, became chairman of the 
executive committee succeeding Don H. Wageman, retired, 
Frank E. Jerome, president, became vice chairman of the 
board, a new position. Robert S. Beaupre, vice president, suc- 
ceeded Jerome as president; Philip L. Corneil became execu- 
tive president. Saunders has been a senior lending officer since 
he joined the bank in 1948; has served as president of the 
Omaha Chamber of Commerce. Jerome’s entire banking 
career since 1919 has been with Seattle-First National and 
predecessor bank. Among his many civic and public activities 
he is a past president of the Washington Athletic Club and 
Seattle Association of Credit Men. Beaupre has had 31 years 
of continuous service with the bank, and has many com- 
munity activities. Corneil, a graduate of U. of Idaho in 
1932, joined the bank in 1945. 


WISCONSIN 
BELOIT—At SECOND NATIONAL BANK Donald E. Engebretson 
elected vice president and trust officer. 
RACINE—E. Martin Larsen joined 
AMERICAN BANK & TRUST CO. as vice 
president and trust officer, coming from 
CENTRAL BANK & TRUST Co., Denver, 








where he held the same position. Larsen 
was first president of the Estate Plan- 
ning Council of Phoenix, and is a grad- 
uate of Stonier Graduate School of 
Banking. 

MILWAUKEE—MarRSHALL & ILSLEY 
BANK elected Algott W. Anderson and 
Lyle B. Schellinger to vice presidents 
and asst. trust officers; Daniel R. Schutz to asst. vice president 
and asst. trust officer; William T. Gaus to asst. cashier and 
asst. trust officer, and Robert McIntyre to asst. trust officer. 
Anderson, a graduate of Marquette U. Law School, started 
with the bank in 1937; Schellinger in 1926 as a messenger; 
Schutz, an officer in the corporate trust division, started in 
1937; Gaus, a Marquette U. Law School graduate, in 1954; 
and McIntyre, formerly Assistant Corporate Counsel for Mil- 
waukee County, has been with M & I since 1959. 





E. MARTIN LARSEN 
Racin2, Wis. 
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Painting by Charles Kemp — one of the collection acquired by 

Tne Arizona tank of the Galieries National, an art center M7 
Phoenix established by the bank. 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Attorney, 42, nine years broad experi- 
ence estates and real estate. Admitted to 
practice in New York State and Federal 
Courts. Desires position in Trust Dept. 
Will relocate. 612-5 


Real estate investment trusts under 
PL 86-779, organized and managed. 
Seeks position as trust manager. Age 
49, Harvard graduate, LL.B. Will travel. 
Familiar with all sections of United 
States. 612-6 


Attorney, 49, specialist in trusts, es- 
tate planning and real estate, seeks posi- 
tion in Florida. 612-7 

Assistant Trust Officer, 32, desires 
challenging position in a progressive 
trust operation. Seven years extensive 
experience in operations, administra- 
tion, and new business solicitation, in a 
large trust department. Ability to as- 
sume heavy responsibility. 612-8 

Lawyer, jurist, 45, outstanding record, 
over 22 years legal and judicial experi- 
ence including estate planning and tax- 
ation, desires trust department connec- 
tion, warm climate, preferably Florida. 
612-9 


Certified Public Accountant, financial 
officer of leading company. Experienced 
fnancial planning, taxes, trusts, wills, 
estates. Desires executive position. Box 
111, Bay Station, Brooklyn 35, N. Y. 


Senior Trust Officer available. Depart- 
ment head caliber with top legal educa- 
tion. This will interest you if you bank 
needs a superbly qualified, sales minded 
executive with proven ability for a spot 


commanding $20,000 plus. Age under 40. 
11-2. 


A A A 
IN MEMORIAM 
Quincy, Ill. — Rosert R. BUNTING, 


vice president and trust officer, MER- 
CANTILE TRUST & SAVINGS BANK. 

New York, N. Y. — S. Hopart 
LOCKETT, assistant trust officer, MORGAN 
GUARANTY TRUST Co. 

Winston-Salem, N. C. — RICHARD G. 
StockTON, chairman of executive com- 
mittee, WACHOVIA BANK & Trust Co., 
formerly president A.B.A. Trust Divi- 
sion. 

Portland, Ore. — GEORGE STEWART, 
trust officer, First NATIONAL BANK OF 
OREGON. 

Dallas, Tex. — Frep F. FLORENCE, 
chairman of the executive committee, 
RePuBLic NATIONAL BANK and a former 


President, American Bankers Associa- 
tion, 


January 1961 


MERGERS, CONVERSIONS, NEW 
TRUST POWERS, NEW BRANCHES 

Punta Gorda, Fla. — PUNTA GORDA 
STATE BANK converted to a _ national 
bank under the name First NATIONAL 
BANK. 

Chicago, Ill. — Directors of City Na- 
TIONAL BANK & TRUST Co. and CONTI- 
NENTAL ILLINOIS NATIONAL BANK & 
Trust Co. voted to merge under the 
name and charter of the latter, which 
would move from 11th to 9th place na- 
tionally and supplant First National 
Bank as Chicago’s largest bank. Assets 
would be $3,256 million, and a four-man 
management team would run the bank 
with David M. Kennedy, chairman and 
chief executive officer, Tilden Cummings, 
president, and Donald M. Graham, vice 
chairman, all of Continental, retaining 
their positions, joined by Arthur T. 
Leonard, president of City National, who 
would become chairman of the executive 
committee. 





Arthur T. Leonard (left), president of City 

National Bank and Trust Co., and David M. 

Kennedy, board chairman of Continental IIli- 

nois National Bank and Trust Co., announce 
merger plans. 


Boston, Mass. — Consolidation of MER- 
CHANTS NATIONAL BANK and NEW ENG- 
LAND NATIONAL BANK under the name 
NEW ENGLAND MERCHANTS NATIONAL 
BANK became effective December 31, 
1960, as previously reported T&E 10/60 
p. 992, with C. Rodgers Burgin as chair- 
man and Richard P. Chapman as presi- 
dent. 

Boston, Mass. — Directors of STATE 
STREET BANK & TRUST Co. and ROCK- 
LAND-ATLAS NATIONAL BANK approved 
consolidation under the name and charter 
of the former. Edward L. Bigelow will 
serve as chairman of the board; Wil- 
liam D. Ireland, chairman of executive 
committee; H. Frederick Hagemann, Jr., 
president. The new institution will have 
approximately $500,000,000 in resources 
and be the second largest bank in New 
England. The combined trust divisions 
will have investment responsibility for 
approximately one billion dollars. 

(Continued on page 77) 


TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, etc.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 
nient appointment, or call BArclay 7-9000. 


"A PERSONALIZED APPROACH 





DON TO PROFESSIONAL SERVICE” 
HOW ARDY! 
PERSONNEL, INC. 


50 CHURCH STREET -LOBBY 
NEW YORK 7, N. Y. 
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TRUST DEPARTMENT 





Opportunities 


The growth of our Trust Department is creating 


oO 
in Southern California 


exceptional opportunities for those possessing 


experience in the following categories: 


TRUST ADMINISTRATION —Two years’ experi- 


required. 


TRUST DEVELOPMENT—Two years’ experience 


in trusts and estates planning required. Knowledge 
of community property helpful. 


Attractive salaries and Employee Benefits Program 


offered. 
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50 East 42nd St., New York 17 


| Box H-11-3, Trusts and Estates 
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PENSION EXPECTATIONS 
(Continued from page 10) 


cruals. This suggests that proper actu- 
arial guidance will have to be sought 
through the technical qualifications and 
moral fiber of the persons who provide 
actuarial services to employers and 
other plan administrators. 

Accreditation of Actuaries. It is signi- 
ficant that there are at present no legal 
restraints on the practice of actuarial 
science, except for a few statutes that 
may be applicable to certain activities 
of consulting actuaries. In no state must 
a license be obtained to practice as an 
actuary, and the Federal and state laws 
and regulations which make reference 
to the services of actuaries in connec- 
tion with pension plans do not define 
the term “actuary” nor prescribe any 
qualifications for such a practitioner. 

Professional standing as an actuary 
is traditionally reflected by membership 
in a learned society which is achieved 
only after a demonstration of compe- 
tence in those areas of knowledge deem- 
ed by the society to be the foundation 
of actuarial science. While the Society 
of Actuaries and the Conference of 
Actuaries in Public Practice have made 
progress toward the enforcement of 
standards of competence and _profes- 
sional conduct on their memberships, 
neither has the authority to exclude 
from the public practice of actuarial sci- 
ence those persons who do not measure 
up to its standards. 

In view of the great importance of 
proper actuarial guidance to the sound 


operation of pension plans and the mil- 
lions of persons who would be affected 
by their unsound functioning, some 
procedure for enforcing minimum stan- 
dards of technical competence and pro- 
fessional conduct among actuarial prac- 
titioners is needed. The most promising 
approach would seem to be a system of 
accreditation by some governmental 
agency or agencies. In essence, each 
governmental agency whose responsibil- 
ities include the collection and evalua- 
tion of actuarial data would establish 
its own set of qualifications for those 
actuarial practitioners with whom it has 
dealings. Those actuaries who meet the 
special requirements of the agency 
would be “accredited,” and the agency 
would accept actuarial certificates and 
reports only from actuaries who have an 
accredited status. 

It would simplify the process very 
greatly if a uniform set of qualifications 
could be adopted by all agencies. It 
might be feasible for the Internal Rev- 
enue Service — the federal agency most 
deeply involved with actuarial data — 
to establish an accreditation process, 
with all other agencies accepting the 
credentials of persons having the stamp 
of approval of the Service. Candidates 
for accreditation would normally be ex- 
pected to give evidence of technical 
competence through the attainment of a 
specified level of formal education, the 
passing of a series of examinations, and 
the accumulation of a stipulated body 
of experience in the pension consulting 
field. All or part of the examination 
phase of the process might be waived 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 
St. Louis Union Trust Company 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 








upon evidence of appropriate member. 
ship or examination status in a recog. 
nized professional body. 

In initiating accreditation procedures, 
appropriate provision should be made 
for those actuaries already active in the 
pension field. This would be consistent 
with “grandfather clauses” found jp 
other regulatory legislation. 

Adherence to Funding Objective. Un. 
der this concept the sums _ necessary 
to meet the stated funding objective 
would be computed by an accredited 
actuary, and the employer would com. 
mit himself to adhere to the funding 
schedule recommended by the actuary, 
If some flexibility in the timing ond 
amount of the contributions is deemed 
desirable, it would be limited to the 
funding payments for past service bene. 
fits. The employer would obligate hin- 
self to make good on any disparity be. 
tween the actual level of assets in the 
pension fund and the level which would 
have prevailed had all contributions 
been made on schedule and all assump- 
tions been exactly realized. This obliga- 
tion would be especially relevant and 
significant in the event of plan termina- 
tion. 

Under this proposition the employer 
would, in effect, be underwriting the 
assumptions of the actuary. Favorable 
deviation of actual from projected ex- - 
perience would redound to his benefit 
(through smaller contributions), while 
unfavorable deviations would operate to 
his detriment. This should be a positive 
influence toward the adoption of real- 
istic assumptions. Since the employer 
would bear the risks associated with the 
investment of the fund, he should be 
permitted to determine broad _ invest- 
ment policy. 

Funding discipline of the sort en- 
visioned here would be greatly affected 
by the valuation placed on the assets in 
the fund. This phase of the problem 
falls within the bailiwick of the account 
ant who could be expected to apply stan- 
dards of general acceptability. At pe 
riodic intervals the physical existence of 
pension fund assets, their current value, | 
and the basis of valuation should be 
attested to by a certified public account- 
ant. As in the case of the vested benefits 
account, this attestation should form a 
part of the general audit of the funding 
agency. ; 

Complete adherence to this funding 
policy would not assure payment of all 
accrued benefits. Past service credits 
would normally be fully funded only 





ate 


ome 


+e Die 





after many years. Moreover, the use of | 
a turnover discount in the valuation "| 
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prospecti\ benefits — the prevailing 
practice U der unallocated funding pro- 
cedures —- would introduce a continu- 
ing defici' in respect of the accrued 
benefits oi employees assumed to termi- 
nate their employment prior to retire- 
ment or tl:e earlier satisfaction of vest- 
ing requirements. Under deposit admin- 
stration and trust fund plans it is virt- 
yally certain that the funds on hand as 
of any given time will be insufficient to 
honor all benefits credited to that point. 
Thus, it is necessary for the plan docu- 
ment to contain a provision stipulating 
how the available funds are to be allo- 
cated among the different classes of 
claimants at plan termination, when by 
mandate of the Treasury all benefits 
vest. Claims may be honored on a pro- 
rata basis or in accordance with a scale 
of priorities, preference in the latter 
case frequently being given in the order 
of nearness to retirement. 

In the event of plan termination — 
which under existing Treasury regula- 
tions may not be easy to determine — 
all unallocated funds would be applied 
within a reasonable period thereafter to 
the purchase of individual paid-up de- 
ferred annuities from a life insurer, the 
distribution pattern of the allocation 
formula being observed. This would 
make crystal clear to each participant, 
at point of termination, the amount of 
benefits he could expect to receive from 
the plan and, more important, would 
ensure ultimate receipt of such benefits. 
Since the employer might not be in the 
picture, and, in any case, could not be 
ried upon to absorb through addi- 
tional contributions unfavorable devia- 
tions of actual from predicted experi- 
ence, the risks of the plan should be 
transferred to a professional risk bearer. 

The foregoing proposals will be re- 
garded by many as unrealistic and by 
some as visionary. It is recognized that 
their implementation may not be easy. 
Employer — and union — attitudes to- 
ward their pension obligations would 
have to undergo substantial change, and 
technical difficulties of some complexity 
would have to be surmounted. Yet the 
proposals must be evaluated in the light 
of the fact that private pension plans 
have become more than an instrument 
of business policy; they are now an im- 
posing instrument of social policy. In a 
very real sense the business community 
and the Federal government have be- 
‘ome partners in a vast program de- 
signed to provide economic security in 
old age. If business community fails to 
fill its quota of security the government 
Will surely underwrite the deficit. 
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Australian Bank Offers 
Nominee Services to 
Non-Residents 


A complete range of nominee services 
for non-residents as well as residents, 
and regardless of any other relation to 
the bank, is now provided by The Eng- 
lish Scottish & Australian Bank Limited 
whose chief office is at 388 Collins St., 
Melbourne, C.1. 

The bank will arrange with a broker 
to plan an investment portfolio (if de- 
sired) for the intending investor, send- 
ing him pertinent information regard- 
ing each investment recommended. It 
will arrange purchases and sales through 
its nominee and will provide the client 
with a certificate of his investments an- 
nually or at any other time on request. 
Assets held on behalf of a deceased’s 
estate will be dealt with according to 
instruction from the executors, after re- 
ceipt of the necessary probate docu- 
ments. 

Income on investments will be applied 
in accordance with the client’s instruc- 
tions. Complete details are advised an- 
nually to simplified preparation of in- 
come tax returns. Dividends and interest 
are freely remitted from Australia, but 
the source of capital funds invested 
(from outside the sterling bloc) must 
be disclosed by the nominee. Repatria- 
tion of capital is subject to ruling by the 
Exchange Control Authorities at the time 
of the request, but in practice is almost 
invariably permitted. 

Non-resident investors are exempt 
from Australian tax unless their income 
in that country exceeds £ 104 per 





Miss Barbara Sutteer, one of the mixed blood 
members of the Ute Indian Tribe for whom 
First Security Bank of Utah is acting as 
trustee, receiving a check for her Christmas 
allowance from vice president Ralph D. 
Cowan. After Congress provided for parti- 
tion and distribution of the assets of the 
Ute Indian Tribe of Uintah and Ouray 
Reservation between the mixed blood and 
full blood members, and for termination of 
Federal supervision over the property of 
the mixed bloods, First Security was selected 
to act as trustee for 174 who were under 
21 or in need of assistance. A trust agree- 
ment with the Secretary of the Interior 
sets forth the duties, essentially those of a 
Guardian. 





annum. Since July 1, dividends payable 
to non-residents are subject to a with- 
holding tax of 3/ in £ for residents of 
Canada or the United States (6/ in £ 
for other countries). However, indi- 
viduals may elect to account for divi- 
dend income on a tax return and will be 
entitled to a refund of any excess amount 
withheld. The bank’s nominee on request 
will arrange for a qualified tax agent to 
prepare and lodge returns. A booklet on 
“Nominee Services for Investors” is 
available from the bank. 
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Banking and Fiduciary Business 


promptly and effectively. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


NEW ESTATE PLANNING COUNCIL WAS 
formed in Worcester, Mass., on 
November 15 with a membership of 
about 200 representing trust officers, life 
underwriters, attorneys and accountants. 
The initial meeting was addressed by 
William C. Fenniman, vice president of 
Connecticut Bank & Trust Co., Hartford. 
on the subject of “Do’s and Don'ts of 
Estate Planning.” Officers elected at this 
meeting were: Pres.— George Avery 
White, Jr., attorney; Ist Vice Pres. — 
James L. Moorefield, life underwriter: 
2nd Vice Pres.—Joseph P. Burns, life 
underwriter: Sec’y—George F. Shannon, 
C.P.A.; Treas.—John W. Curtis, trust 
officer, Worcester County National Bank. 
Birmingham, Ala—On December 7 
Worth P. O’Dell, group supervisor. 
estate and gift tax section, Internal Rev- 
enue Service, spoke on “The Valuation 
of Closely Held Interests for Estate Tax 
Purposes.” 

Central Arizona (Phoenix)—On De- 
cember 12 Charles Peterson, C.P.A.. 
spoke on “Family Tax Planning.” 

Southern Arizona (Tucson)—On De- 
cember 19 John R. Stilb, Tucson gen- 
eral agent for the National Life Insur- 
ance Co. of Vermont, spoke on “A Life 
Underwriter’s Practical Application of 
Theoretical Estate Planning.” William 
E. Abel, trust officer with the Southern 
Arizona Bank & Trust Co., reviewed the 
article on “Flexibility in Trusts” from 
Trusts AND Estates’ November issue. 
written by Rene A. Wormser. 

Central Arkansas (Little Rock)—On 
December 15 Maurice H. Stans, C.P.A., 
director of the Bureau of the Budget, 
spoke on “Federal Fiscal Policy and 
Taxes.” 

East Bay (Oakland, Cal.)—On De- 
cember 12 Franklin C. Stark, attorney, 
spoke on “Corporate Dissolution at 
Time of Death.” 

Los Angeles, Cal—On December 12 
Henry H. Clifford, investment counselor, 
spoke on “Mutual Funds— Boon or 
Bane.” 

New Haven, Conn.—On December 19 
C. Newton Schenck, attorney, discussed 
“Practical Problems and Tax Aspects of 
Will Contests.” 

St. Petersburg, Fla—On December 8 
George E. Tornwall, Jr., C.P.A., spoke 
on “Partnerships.” 

Southeast Florida (Miami)—On De- 
cember 8 Joseph Tractman, New York 
legal editor for Trusts AND EsTATEs, 


and adjunct professor of’ law at New. 


York University School of Law, was 
the speaker. 





Chicago, Ill—On December 1 Robert 
J. Murphey, C.P.A., of Decatur dis- 
cussed “The Other Half.” 

Des Moines, lowa—On December 5 
Joe Young spoke on “Integration of 
Life Insurance in an Estate Plan.” 

Baltimore, Md. — On December 6 
Abraham J. Briloff, New York C.P.A.., 
spoke on “Estate Planning with Partner- 
ship Involvement.” 

Detroit, MichOn December 6 Wil- 
liam D. Halverstadt, sales manager of 
group pensions for Prudential Insurance 
Co. of America, spoke on “Variable An- 
nuities.” 

Flint, Mich—On December 12 Pro- 
fessor Alan N. Polasky completed his 
series on “The Tools of Estate Planning” 
by applying his previous statements to 
a factual situation. These talks have been 
based on Professor Polasky’s University 
of Michigan Law School summer lec- 
tures. 

Rochester, N. Y.—On December 8 
Paul Meek, manager of the Public In- 
formation Department of the Federal 
Reserve Bank of New York, spoke on 
“Monetary Policies and the Flow of 
Gold.” 

Cleveland, Ohio—On December 20 
Sheldon J. Gitelman, attorney, spoke on 
“The Progress of a Tax Case through 
Court.” 

On December 12 the Society of Estate 
Analysts heard John D. Gabel, associate 
of Retirement Plans, Inc., on “Pros and 
Cons of the Variable Annuity.” 

Bucks County, Pa~—On December 6 
Frank M. Esmonde, life underwriter, 
and Samuel Glantz, attorney, discussed 


“How Shall We Plan Mr. Able’s 





Estate?” Estate data were furnished to 
the members of the council. 

Philadelphia, Pa.— On December | 
John R. Bunting, Jr., business econo. 
mist, Federal Reserve Bank of Phila. 
delphia, spoke on “Current Economic 
Conditions.” 

Dallas, Texas—On December 8 Verne 
J. Arends, assistant secretary of North. 
western Mutual Life Insurance (Co.. 
spoke on “A Year-End Look at Keogh 
(H.R. 10) and Kintner Type Associa. 
tions.” 

San Antonio, Texas —On December 
20 Harper Bass, C.L.U., spoke on “New 
Developments in Business Life Insur- 
ance.” 

Seattle, Wash.—On December 7. Wil- 
lard Wright and DeWitt Williams, at- 
torneys, discussed “New Developments 
in Buy and Sell Agreements.” Their re- 
marks included consideration of the 
Birkeland case. 

Toronto, Ont.—On December 6 A. A. 
Grove, assistant manager, Royal Trust 
Co., spoke on “The Powers and Discre- 
tions of an Executor.” 


A AA 


e A 50-year-old linen handkerchief re- 
cently proved to be the deciding piece 
of evidence in determining the distribu- 
tion of the estate of John E. Larson who 
died intestate in 1955. Mr. Larson’s 
brother, William, who was a laundry 
marker, had recorded on the handker- 
chief — instead of in the family Bible 
— the names of his brothers and sisters, 
including John. The judge ruled that it 
was good corroborating evidence sup- 
porting the contention of eight persons 
that they were John’s. nieces and 
nephews and legal heirs to the estate. 
“I wouldn’t advocate keeping records 
that way, though,” the judge commented. 





nese 


3 LOZ 
| Om 





CLUB} 





Tradesmens Bank and Trust Co. of Vineland, N. J., has created widespread community 
interest in estate planning services through a series of lectures delivered by trust officer 
Richard G. Robins shown here at right giving a talk before the local chapter of the 
Kiwanis. Robins has visited various community service organizations in the Southern New 
Jersey area to present illustrated talks on the value of proper estate planning. He has 
also taped radio interview shows and plans to address student gatherings at two local 
high schools. The lectures have garnered the bank considerable newspaper publicly and 
increased business. 
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Trust Business in Hawatt 


The 50th State as a Pioneer 


I’ THE RATIO OF CORPORATE TO INDI- 


vidual executorships Hawaii leads all 
the States of the Union. 

In 1949 Judge Alva E. Steadman, 
‘then President and now Chairman of 


the Board of Directors of Cooke Trust 
> Company, Ltd., Honolulu, in an ad- 
dress before the annual meeting of the 


Trust Division of the American Bankers 
> Association in San Francisco, estimated 
“that 85 per cent of the property of de- 
H ceased persons in Hawaii passed under 
‘will and that about 80 per cent of the 
‘property passing through probate was 
‘being handled by trust companies as 
‘executor or administrator and frequent- 
ly as trustee under will.* 





Recently it was estimated by a trust- 
'man associated with one of the larger 
trust companies that about two-thirds 
Tof the property owners of Hawaii die 
\testate and that the trust companies are 
) settling about two-thirds of these estates. 
) On the mainland, by contrast, based on 
a spot check made only a few years 
ago, it was estimated that about five per 
‘cent in number and ten per cent in vol- 
ume of estates of all sizes passing 
through probate were being handled by 
trust companies. 


Wide Range of Services 


As far back as 1883, while Hawaii 
still was a kingdom, attempt had been 
made, unsuccessfully, to obtain legisla- 
‘tion authorizing banks to go into the 
trust business. It was 1898 before the 
first trust company in Hawaii was 
opened. Thus Hawaii is not, by any 
means, a newcomer in the trust field and 
its record is well worth study by trust- 
men on the mainland. 





In Hawaii state banks cannot engage 
in trust business nor trust companies 
in banking, either commercial or sav- 
ing. The law provides that no corpora- 
tion or joint stock company, except 
trust companies doing business under 
the provisions of the statute, shall act 
As executor, administrator, guardian, as- 


fignee or receiver, or shall engage in 
=——_- 


*Nov. 1949 Trust Bulletin 14-18. 
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GILBERT T. STEPHENSON 
Warren Place, Pendleton, N. C. 





Mr. Stephenson, re- 
garded widely as Mr. 
Trust Business be- 
cause of his four 
decades of experi- 
ence, first as a trust 
official and then as 
Director of the Trusi 
Research Depart- 
ment of the Grad- 
uate School of Bank- 
ing at Rutgers, and 
his voluminous contributions to trust liter- 
ature, recently returned from a visit to 
Hawaii. This article, responding to a re- 
quest from the editors, reports on his find- 
ings about the origins, growth and status 
of the trust business there. 








the business of other persons, or shall 
continue to do business with the word 
“trust” or “trustee” in the corporate 
name, under penalty of $10 for every 
day that it so acts or engages in busi- 
ness. 

At the present time the trust business 
of Hawaii is confined to five trust com- 
panies (date of establishment in paren- 
theses) —Bishop (1906), Cooke (1932), 
Hawaiian (1898), and Honolulu (1925) 
in Honolulu and First Trust Company of 
Hilo (1910) on the Island of Hawaii 
(the Big Island, as it is called). 

Though at present most of the trust 
business of the Islands is concentrated 
in the first three named, the other two 
are also active in developing this busi- 
ness. 

What services other than those of a 
conventional fiduciary nature — as we 
on the mainland know them — are the 
trust companies in Hawaii rendering? 
The answer is, almost every kind of 
fianancial service except banking. For 
example, Hawaiian Trust Company, 
Ltd., lists, in addition to its trust de- 
partment, the following departments: 
real estate, investment advisory, stock 
brokerage, stock transfer, tax, group in- 
surance, and safe deposit. The activities 
in its group insurance department need 
some explanation. The only insurance 
it handles directly is as agent for group 
policies of one of the life insurance 
companies. The fire, automobile, and 
casualty insurance activities have been 


transferred to another corporation of 
which it owns a substantial minority of 
the stock. 

Bishop Trust Company, Ltd.. lists the 
following specialized services: estate 
planning, property management, taxes 
(preparing tax returns), real property 
(buying, selling, subdividing, and de- 
veloping), safe deposit, stocks and bonds 
(buying and selling), loans (mortgage 
loans and personal or business loans 
secured by improved real property, 
stocks, bonds, or insurance). and insur- 
ance (life, fire, automobile, public lia- 
bility, personal property, and theft in- 
surance). In Hawaii a trust company is 
indeed a department store of finance. 
excepting banking. 

Some of these activities are carried 
on in divisions or departments of the 
trust company: others, in wholly or 
partly owned subsidiary companies. 

It will be noted that the initial, ‘Ltd.’, 
appended to the corporate name of 
these trust companies and their subsidi- 
aries. Prior to Hawaii’s becoming a 
Territory of the United States in 1898, 
under the monarchy all corporations had 
been partnerships as far as unlimited 
liability of the partners went. Follow- 
ing the monarchy, the short-lived repub- 
lic enacted a law authorizing the cor- 
porate trusteeship of property. Prior 
to that it had provided for the limited 
liability of stockholders. In 1893 the 
Hawaiian Safe Deposit and Investment 
Company was dissolved as a partnership 
and some of the partners organized the 
Bank of Hawaii, Ltd., and others. the 
Hawaiian Trust Company, Ltd. Ever 
since the initial, Ltd., has been ap- 
pended to corporate names to let the 
public know that the liability of the 
stockholders is limited to their stock- 
holding. 


Indirect Profitability 


Is the trust business in Hawaii direct- 
ly profitable? Put this way, the usual 
answer is No. If trust companies in 
Hawaii were to confine their services 
exclusively to those of a fiduciary char- 
acter, they would not operate at a 











profit and perhaps not long survive. In 
this respect, they are not different from 
the majority of trust institutions on the 
mainland. 

Asked why the trust business is not 
profitable, the trustman in Hawaii usual- 
ly will answer: “Because our statutory 
compensation is too low and, in addi- 
tion, because we divide compensation 
with co-fiduciaries.” The statutory rates 
of compensation of trust companies in 
Hawaii are as follows: 

Executor and Administrator 


On Principal (on appraised value 
at date of death, payable at close of 


administration) 
5% on first $ 1,000 
4% on next 9,000 
3% on next 10,000 
2% on over 20,000 


On income (allowed on each ac- 
counting, but not oftener than once 
a year) 
7% on first $5,000 
5% on over’ 5,000 
Special services as approved by 
court 


Trustee and Guardian 
charitable trust) 
Upon Principal 
1% on value at inception 
1% on value at termination 
242% on cash received after in- 
ception (taken only once) 
on final payment of cash 
prior to termination 


(other than 


212% 
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1/10% on value at end ‘of each 
year 
Upon Income (annual) 
7% on first $5,000 
5% on over 5,000 
Special services as approved by 
court (Laws 1951, Act 170) 


Trustee of Charitable Trust 
Upon Principal 

1% on value of inception 

1% on value at termination 
(distribution) 
on cash received after in- 
ception (taken only once) 
on final payment of cash 
prior to termination 
Upon Income 


24% 


242% 


10% on first $ 1,000 

7% on next 4,000 

5% on next 100,000 (to be ap- 
plied not oftener than once 
a year) 

3% on next 100,000 

2% on over 205,000 


Just and reasonable allowances for 
bookkeeping, clerical and special 
services and expenses incidental 
thereto (Laws 1955, Sec. 219-19 
as amended Laws 1959 Act 169) 


Feeder Value 


Asked if the trust companies would 
be better off if their trust departments 
were closed and their other departments 
continued, the answer invariably was 
No. The trust department is a feeder for 
other departments and the subsidiaries 
of the company, in that these other de- 
partments and the subsidiaries are al- 
lowed to charge estates, trusts, and 
guardianships the same fees or commis- 
sions as they would charge outside cus- 
tomers. It is true to say, then, that in 
Hawaii the trust business is indirectly, 
though not directly, profitable to the 
trust company. 

How much of the annual income of 
the trust company comes directly from 
the trust department it is impossible to 
say. But this figure possibly throws 
some light an the point: the 1959 an- 
nual report to stockholders of one of 
the three large trust companies showed 
that 23.9 per cent of its total operating 
income came from fiduciary commis- 
sions .on estates, trusts, and guardian- 
ships; the remaining 76.1 per cent came 
from agency fees and commissions, in- 
surance commissions, interest received, 
real estate brokerage commissions, stock 
brokerage commissions, safekeeping and 
tax-service fees. 

We have no way of finding out the 
volume of trust assets, as we understand 
the term, in any of the five trust com- 
panies. Their trust assets are not pub- 
licized in any way. Even if they were, 
it would be almost impossible fairly to 
compare their volume of trust assets 
with that of mainland trust institutions 











as they carry outside their trust de. § instit 
partment assets that on the mainlang # staf 
would be carried in the trust depart.) me" 
ment, such as managing agencies for cisel) 
real estate property and securities, Th 
In the annual report referred to,§ "ust 
agency fees and commissions are a third § °°P 
more than the fiduciary commissions, § ‘I 
On the mainland many of these agency in sp 
accounts would be carried in the trust of es 
department and correspondingly would P 
increase the volume of trust assets and 

earnings of the department. A 
Also, although Hawaii trust com. — Pes 
panies are engaged in many activities back 
in which banks on the mainland are not | ™ © 
permitted to engage, the trustman from § P2"" 
the mainland is impressed not by the grad 
dissimilarities but by the similarities ™@™ 
of the trust business in Hawaii. The only | ™ la 
basic difference is that Hawaiian trust = 
companies cannot engage in banking Wis 
nor banks other than national banks in of th 
trust business. Of the 3,100 trust insti. } 
tutions on the mainland all but less than Sch 
100 are either banks with a trust de} > 
partment or trust companies with a Hire 
banking department. a 
I 

Business Development and the 
Relations Hav 

These similarities are observable also | "St 
in business development. In 1959, for stall 
example, the Bishop Trust Company, 7 = 
Ltd., put on its fifth Women’s Financial of | 
Forum, attended by 1,000 women. The the 
demand for tickets was so great that} “@ 
two sessions were held. Specialists were } “™ 
brought in to advise with respect to per- | ™@" 

sonal finances, investments, estate plan- wd 
ning, and real estate, one of the special- The 
ists being Joseph Trachtman of the New} " 
York Bar. T 
There is an estate planning council and 
in both Honolulu and Hilo. The} 
Hawaiian Council in Honolulu, which 1} © 
had the privilege of addressing on the of f 
expanding powers of trustees, has a abl 
normal attendance of about 80 trust-) @") 
men, lawyers, accountants, tax men, and # ert} 
insurance underwriters. Topics under re- The 
cent discussion have been; insurance set: tor 
tlements for purposes of marital deduce “ 
tion, deferred compensation agreements,  /® 
buy-and-sell agreements, estate admins- ol 
tration and accounting, problems in fr 

duciary investment, use of stock redemp- 

tion in estate planning, uses of life in- ’ 
surance, and pitfalls in estate planning. 
The trust companies in Hawaii are ‘a 
advertising their trust services in the t 
newspapers, issuing informational and » 
promotional pamphlets and_ brochures. te 
One senses no difference between the “ 
material issued by these trust companies, "f 
in Hawaii and that issued by the trust} ™ 
Jan 
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- on the mainland. On their 





de instituti« 
ing stafl thy have business-development 
art. men and »state-planning specialists, pre- 
for cisely as one finds here. 

The ‘ations between lawyers and 

to, | trust co! ‘anies seem to be friendly and 
ind cooperal:.c. The trust companies put 
ons BOP speci forums for lawyers, bringing 
ney in specie sts to discuss technical phases 
rust of estate lanning. 

uld Personnel and Administration 
- A trusiman from the mainland is im- 
-_ pressed hy the outstanding educational 
7m hackground and preparation of the men 
not fit executive positions in the trust com- 
ws panies of Hawaii. In addition to being 
the | graduates of the University of Hawaii, 
ities B Many of these executives carry degrees 
mnly in law from such outstanding mainland 
rust @ uiversities as Chicago, Michigan and 
cing Wisconsin. On the official staff of one 
sin | of the large trust companies of Honolulu 
nsti At graduates of the Harvard Graduate 
we School of Business Administration, 
i‘ Stanford, Oberlin, U. C. L. A., Colgate, 
h qa} Hiram College in Ohio, and the Uni- 

versity of Chicago. 

In the field of trust administration 
the all-American pattern prevails in 
Hawaii. The larger trust companies have 

also | installed or are in the process of in- 
for | Stalling IBM equipment. The trust com- 
any, + panies which are under the supervision 
rcial | of the State Treasurer, operate under 
The | the prudent-man rule by statute. The 
that | Statute lists, by way of illustration, 
were | Securities of an open-end or closed-end 
per: management-type investment company 
olan f * possible prudent-man investments. 
cial. | [he statute permits nominee-registra- 
New | tion of securities. 
The Hawaiian Trust Company, Ltd., 

uncil } 21d the Bishop Trust Company, Ltd., 
The | have two common trust funds each — 
ich |} one of equity securities and the other 
: the | of fixed-income securities. Under the en- 
as a} abling statute not over 25 per cent of 
rust-| ny fund can be invested in real prop- 
,and@ ‘ty or notes secured by real property. 
or re-| lhe funds are operated under regula- 
eset lions similar to those of Section 17 of 
educ- Regulation F. The Hawaiian Trust Com- . 
rents, Pany’s funds, established in 1953, now 
mins. old over $10 million. 
om Pension and Charitable Trusts 
fo in. lhe trust companies of Hawaii have 
ning. “merous employee and charitable 
i are ‘usts. The Hawaiian Trust Company, 
1 the Ld, for example, is trustee for 133 
| and Pofit-sharing trusts and is averaging 
nures, [WO new plans each month. This repre- 
n the “nts approximately one per cent of the 
vanies, MW profit-sharing plans being estab- 


trust! lished nationally. It recently established 
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“Investment Funds for Employee-Bene- 
fit Trusts” which will permit collective 
investment by their profit-sharing trusts. 


In 1959 the Bishop Trust Company, 
Ltd., was administering 23 charitable 
trusts totalling over $20 million. The 
Bernice P. Bishop charitable trust was 


established back in 1883. 


Hawaii has the distinction of having 
been one of the pioneers in the com- 
munity-foundation movement. In 1916 
the Hawaiian Trust Company, Ltd., 
established The Hawaiian Foundation, 
a community trust. This was only two 
years after the Cleveland Trust Com- 
pany had established the original com- 
munity trust. The files of the Hawaiian 
Trust Company, Ltd., reveal that the 
matter already had been under advise- 
ment for two years, which would go 
back almost to the establishment of the 
Cleveland Foundation. 


Greater Trust Consciousness 


To my view the most intriguing aspect 
of the trust business of Hawaii is that 
the trust companies there have out- 
stripped mainland institutions in the 
ratio of corporate to individual execu- 
torships. How have they done so? 


Years ago I discovered that in the 
same respect the trust corporations of 
England had outstripped the trust in- 
stitutions of the United States. My con- 
jecture then was that over the centuries 
since the Statute of Uses of 1536 the 
people of Great Britain had become 
trust-minded and that after the establish- 
ment of the Public Trustee Office in 
1908 and after the banks opened execu- 
tor and trustee departments in 1910- 
1911, it was easier to make them trust- 
corporation-conscious than it would 
have been if they had had to start from 
the beginning. 

My conjecture is that with the estab- 
lishment of the immense landed trusts 
back in the days of the monarchy, the 
people of Hawaii became more trust- 
minded than we did on the mainland 
and it was an easier step for them to 
become trust-company-minded too. One 
of the trustmen of Honolulu commented: 


“T believe your conjecture is a good 
one. It is also our feeling that, since 
trust companies exist primiarily for 
trust business and are not allied with 
banks, they are possibly more aggres- 
sive and single-minded than their 
counterparts on the mainland which 
are departments of banks in most 
cases. In other words, we have per- 
haps worked harder at the job.” 


Nowhere have I ever read a finer 
statement of the basic functions of a 
trust institution than that stated by the 


Hawaiian Trust Company, Ltd., on the 
occasion of its fiftieth anniversary in 


1948: 


“(1) to administer, conserve and 
protect estates already created or ac- 
cumulated for the benefit of depend- 
ents and (2) to inspire, assist and 
guide individuals and businesses in 
the conduct of their financial affairs 
so that greater wealth and capital 
may result. The first helps to main- 
tain homes and community stability, 
while the second helps to build better 
business.” 


A AA 


Trust Department Earnings Up 
in Florida, Maine 


Trust department earnings in state 
banks and trust companies of Florida 
totaled $980,834 for the year ended 
June 30, according to the annual report 
of Comptroller Ray E. Green. This com- 
pares with $870,848 the year before. 

Trust department earnings of the 25 
state chartered trust companies in Maine 
for the calendar 1959 totaled $425,000. 
Commissioner Carleton L. Bradbury 
stated in his annual report. Comparable 
earnings for 1958 amounted to $365,- 
000. Trust assets in these Maine institu- 
tions rose from $80,112,000 on June 30, 
1959 to $94,410,000 on June 30, 1960. 
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Newspaper and Magazine Advertising 

“Takes Experienced Hands” observes 
a recent ad of Bishop Trust Co., Litd., 
Honolulu. which carries an illustration 
of the making of Poi. “Pounding Taro 
into Poi. or making an important finan- 
cial decision . . . experience counts!” 
The advertisement, which lists the var- 
ious services of the Trust Company, 








Takes 
. \ Experienced 
ag ~=—- Hands 


@ Loans 
@ Insurance 

@ Real Estate 

@ Tax Service 

@ Investments 

@ Trusts & Estates 

@ Financial Planning 

@ Property Management 


Pounding Taro into Poi, or making an 
important financial decision . . . experience 
counts ! 

At Bishop Trust, experience is one of our 
most advantageous assets. Bishop Trust has 
been serving Hawaii, in numerous financial 
fields, for more than half a century! 

Count on the informed, personal attention 
of our experienced staff, in all matters of trust. 
You'll be glad you did. 


BISHOP TRUS 


Main Office, King and Bishop Sts. 
Waikiki Office, 
2370 Kalakaua Avenue in the Princess Kaiulani Hotel 


Telephone 63-771 


COMPANY, 
LIMITED 











appeared in the 72nd Annual Holiday 
Edition of “Paradise of the Pacific,” 
Hawaiis monthly magazine. 


“Rules change . . . and so do laws 
affecting your will” warns an ad from 
State Bank & Trust Co., Evanston, Ill. 
The ad pictures a small boy playing 
football and tells the reader that the 
trust officer will “gladly cooperate” with 
his attorney. 


“One of the most important elections 
of your lifetime: the choice of your ex- 
ecutor—SELECT US!” This electioneer- 
ing message—set up in the form of a 
lapel button and surrounded by repro- 
ductions of campaign buttons from past 
campaigns—was the timely message in 
an ad from First National Bank, Or- 
lando, Fla. The ad appeared the day 
before the recent election, urged people 
to vote, and also to exercise their privi- 
lege of “selecting someone to look after 
your affairs when you are no longer 
here.” 


“Something more to be thankful for 
now that the ‘Financial Cabinet’ is on 
the job.” observes an ad from Boston 
Safe Deposit & Trust Co. which pic- 
tures a family enjoying Thanksgiving 
Day dinner. The ad comments on the 
good. old traditions of New England in- 
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ON THE PUBLICITY FRONT 


cluding that of “prudent money man- 
agement” and explains that “we're 
specialists in family financial planning.” 
“Planning the future is done in Trust 
Departments these days!” announces an 
ad of Indiana National Bank, Indian- 
apolis. The text contrasts the crystal ball 
—which never was very reliable—with 
the modern idea of going to one’s at- 
torney for advice and a sound will and 
to the trust department for estate man- 
agement as executor and/or trustee. 


“There are stars in the sky as well as 
thunder and lightning” has been the 
title of Bankers Trust Co., New York, 
for thirteen years, but this year the 
bank substituted a photo taken at 
Frenchman’s Bay in Maine for the wash 
drawing of a landscape previously used. 
Copy beneath the photo was identical 
with that of earlier years. 

“No patients today, doctor!” com- 
ments a striking trust ad from First Na- 
tional City Bank, New York, “No more 
midnight calls, no more crises . . . good- 
bye to cold winds and city slush. He is 
a retired Doctor now...” The full color 
picture of the doctor and his wife look- 
ing out over the city of San Juan (see 
cut) makes one really feel “the long 
succession of relaxed, worry-free days 
in the tropical sun” mentioned in the 
ad. The financial foundation for the 
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: ’ Reg 
doctor’s present enjoyment, according) May 1 
to the text, began with his selection of? mur 
the bank to handle his investments and) May 2 
later to be named executor and trustee) 1 
of his estate. The ad offers a booklet) M@ 
on personal trusts and obtains a tie-in Poo 
with the commercial department by) — = 
pointing out that “Of course. First Na) june. 
tional City is their bank in Puerto Ricol soci 
too — and they carry our Travelers) Ne 
Checks.” June 
Sou 

Booklets | Ror 
“Is your will ready to go to work?”} yd 
asks an article in the current issue of! Ps 
the Crown Trust Co., Toronto, “Digest.”)  4¢ 
Just making a will is not enough, the — yi 


article explains, for one must consider$-June 





matters of family income, the home, life cia 
insurance beneficiary, pension rights Sel 
education of children, probable amount) 
of debts and taxes and what will happen) ™€ 
to a share in a partnership or a closely: | 
held corporation. The article lists nine} 8 
questions which the reader might find it) 6 
profitable to discuss with a “specialist} Jyly 
in estate administration” to be sure that) |at 
the assets of the estate will not be dissi-} July 
Ar 

pated. “ 
Forums Se 
On November 10 a capacity crowd off . 


1,200 persons were guests of United! 
States National Bank, Portland, Ore. 


Pi 
for the Eleventh Annual Estate Planning ti 


Forum. Meeting in the Multnomah 
Hotel, the audience heard trust talks by 
R. H. Shumm, G. M. Threthaway and 
H. S. Butler, trust officers, with oppor 
tunity for questions to or conversation 
with chairman of the board E. C 
Sammons, president E. J. Kolar and 
vice president and executive trust off 
cer, L. B. Staver. Many calls and notes 
of congratulation were received after 
ward by the department. 

This forum was fifteenth in a state 
wide series which reached a total o 
more than 2,500 people during the 1961 
year. 
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1961 Calendar 
Trus:' & Related Meetings 


feb. 6-8 —- Mid-Winter Trust Confer- 
ence, American Bankers Association, 
New York 

Apr. 7 — Pennsylvania Bankers Associa- 
tio, Trust Conference, Harrisburg 

Apr. 24-25 — Indiana Bankers Associa- 
tion, Trust Conference, Fort Wayne 
May 3 — Connecticut Bankers Associa- 
tion, Trust Conference, Cheshire 

May 3-5 — Southern Trust Conference, 
American Bankers Association, Jack- 
son, Miss. 














May 10-18 — American Bar Association 
Regional, Indianapolis 
ding) May 11-12 — National Council on Com- 
mn of munity Foundations, St. Paul 
and) May 23 — Georgia Bankers Association, 
usteey, Trust Conference, Columbus 
okle May 24-29 — Million Dollar Round 
Ati: Table, Bal Harbour, Florida 
he-In May 29-June 2 — American Institute of 
by Banking, Seattle 
| Na- June 4-9 — New York State Bankers As- 
Rico} sociation, Trust New Business School, 
relers) New York U. 
June 4-17 — School of Banking of the 
South, Louisiana State U., Baton 
Rouge 
rk?” June 11-16 — Ohio School of Banking, 
; Ohio U., Athens 
” of June 12-24 — Stonier Graduate School 
gest. . of Banking, Rutgers U., New Bruns- 
. the wick, N. J. 
sider$-June 18-23 — New York Bankers Asso- 
>, life ciation, Estate & Trust Administration 
ights,| School, Rennselaer Polytechnic Insti- 


nount i tute, Troy 


\ppen | June 18-July 1 — School of Banking of 
vale William College, Williamstown, Mass. 
ies June 18-23 — Pennsylvania Bankers As- 
Sos sociation Trust Training School, Buck- 
ind it nell U., Lewisburg 
‘ialis\) July 9-22 — FPRA School of Public Re- 
> that lations, Northwestern U., Chicago 
dissi-)} July 12-14 — Western Trust Conference, 
American Bankers Association, Seattle 
July 16-29 — Southwestern Graduate 
School of Banking, Southern Methodist 
wid U., Dallas 
Tnited| Aug. 7-11 — American Bar Association, 





Ore. St. Louis 
: * Aug. 7-25 — American Bankers Associa- 
nning’ tion, National Trust Training School, 


oma Northwestern U., Chicago 
ks by Aug, 20-25 — Pennsylvania Bankers As- 
y and sociation Summer School, Bucknell U., 
yppor: Lewisburg 
sation Avg. 20-Sept. 1 — Pacific Coast School 
y ¢€ of Banking, U. of Washington, Seattle 
an Sept. 11-18 — Association for Bank 
+ of Audit, Control & Operations, Chicago 
alll Oct. 8-12 — National Association of 
after: Supervisors of State Banks, Las Vegas 
Oct. 9-12 — National Association of 
ln Bank Women, Rochester, N. Y. 
“— Oct. 15-18 — American Bankers Associa- 
1960 tion, San Francisco 


4 Oct. 26-27 — New York State Bankers 
Association, Syracuse 









TATE January 1961 


Oct. 29-Nov. 1 — American Institute of 
C.P.A.’s, Chicago 

Nov. 5-8 — Controllers Institue of Amer- 
ica, Chicago 

Nov. 9-11 — American Bar Association 
Regional, Birmingham 

Nov. 9-10 — Mid-Continent Trust Con- 
ference, American Bankers Associa- 
tion, Dallas 

Dec. 8-9 — California Bankers Associa- 
tion, Taxation & Fiduciary Insurance 
Conferences, San Francisco 


A A A 
MERGERS 
(Continued from page 69) 
Detroit, Mich. — City BANK has con- 


verted into a national bank under title 
City NATIONAL BANK. 

Beatrice, Neb. First NATIONAL 
BANK established a trust department 
with limited trust powers, under direc- 
tion of Harold R. Deitemeyer, president 
and trust officer. 

Allenhurst & Freehold, N. J. — Stock- 
holders approved merger of ALLEN- 
HURST NATIONAL BANK & TRUST Co. into 
CENTRAL JERSEY BANK & TRUST Co. of 
Freehold. Ernest Hall, president and 
trust officer of Allenhurst National, 
named executive vice president. 

Bound Brook, N. J. — BouND Brook 
Trust Co. changed its title to CoUNTY 
BANK & TRUST Co. OF SOMERSET. 

Elizabeth, N. J. — Merger of LINDEN 
Trust Co. into UNION COUNTY TRUST 
Co. has been approved by stockholders. 

New York, N. Y. — TorontTo-DoMIN- 
ION BANK TRUST Co. has been author- 
ized to do business at 45 Wall Street 
with complete corporate trust service. 
T. F. R. Elliott is president. 

Albany & Amsterdam, N. Y. — First 
NATIONAL BANK of Amsterdam has 
merged into NATIONAL COMMERCIAL 
Bank & Trust Co. of Albany. 

Charlotte & Smithfield, N. C. — First- 
CITIZENS BANK & TRUST Co. has opened 
a new office in Charlotte, at West Fourth 
and South Tryon Streets. with Robert 
H. Baxter as trust officer. 

Charlotte & Winston-Salem, N. C. — 
Stockholders of NorTH CAROLINA Na- 
TIONAL BANK and First NATIONAL BANK 
of Winston-Salem approved merger un- 
der the name and charter of the former. 

Kinston & Winston-Salem, N. C. — 
COMMERCIAL NATIONAL BANK of Kinston 
merged with WACHOVIA BANK & TRUST 
Co. under the name and charter of the 
latter. 

Lorain, Ohio — Consolidation of NaA- 
TIONAL BANK OF LORAIN and LORAIN 

BANKING Co. has been approved under 
the name LORAIN NATIONAL BANK. 

Dallas, Tex. — PRESTON STATE BANK 
has established a new trust department 
headed by Edgar S. Cox, Jr., vice presi- 
dent and trust officer. Most recently Cox 
was associated as trust officer with Peo- 
ples National Bank of Washington, Seat- 
tle, and Texas National Bank of Hous- 
ton. 


Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 

They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course. are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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SANTA MONICAS ~~ 
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and NEW TOWER = California’s World- 


Famous Resort overlooking the Blue Pacific 
where Wilshire meets the sea. Twenty minutes 
from International Airport. 450 luxurious 
rooms and bungalows, all with television and 
radio. Complete convention facilities. Banquet 
rooms for up to 2,000, air-conditioned. Exciting 
new Venetian Room and Cantonese Room. 

Swimming pool Beautiful grounds and 


ue gardens. Rates from $8. 


Across the U.S.A. and in HAWAII 


MASSAGLIA 
CREST OF GOOD LIVING 
JOSEPH MASSAGLIA, JR., President 


= MASSAGLIA HOTELS omer | 
* SANTA MONICA, CALIF. Hotel Miramar 
¢ SAN JOSE, CALIF. Hotel Sainte Cleire 
« LONG BEACH, CALIF. Hotel Wilton 

¢ GALLUP, N.M. Hotel El Rencho 

* ALBUQUERQUE, Hotel Franciscan 

© DENVER, COLO. Hotel Park Lane 

¢ WASHINGTON, D.C. Hotel Raleigh 

¢ HARTFORD, CONN. Hotel Boad 

© PITTSBURGH, PA. Hotel Sherwya 

¢ CINCINNATI, O. Hotel Sinton ™ 

* HONOLULU Hote! Waikiki Biltmore 


Werld-famed hotels 
Teletype service—Faemily Picea 

















THE WIDOW’S ELECTION 


(Continued from page 15) 


community estate, an exchange will re- 
sult. To the extent that the value of 
her remainder in one-half the commun- 
ity exceeds the value of the life interest 
in the one-half of the community which 
she receives from H, she will be deemed 
to have made a taxable gift. It might 
be argued that she would realize income 
to the extent that the value of the life 
estate in H’s one-half of the community 
exceeded her basis for the remainder in 
one-half of the community, but the 
Commissioner has not, as yet, advanced 
this position. Under Code Sec. 1014- 
(b) (6) her basis would presumably be 
equal to the value of her remainder in 


her one-half of the community as of H’s 
death. 


This result would be fairly certain, 
but for two recent cases in the Tax 
Court. Both may be distinguished on 
peculiar facts, but the Commissioner 
may in the future argue that, upon W’s 
exercise of her right of election, she 
makes no transfer which might be con- 
sidered an adequate and full considera- 
tion in money or money’s worth. 


In Estate of Vardell,, H, a Texas 
resident, died in 1934, leaving a will 
which sought to dispose of his separate 
property and the entire community, in 
the event that W elected to take under 
the will. W was given the entire estate— 


“for the term of her life, and so long 
as she shall remain a widow, she to 
have, during such time, full and ab- 
solute authority to handle, manage, 
sell, and in any manner dispose of 
said properties, or any part thereof, 
and to invest and reinvest any pro- 
ceeds received from the sale of any 
part of said properties, and no pur- 
chaser of any part of said properties 
shall have any obligation or duty to 
see to the application of the proceeds 
received from such sale.” 


Following the death or remarriage of 
W, the will established a trust for the 
benefit of the children and grandchil- 
dren of H and W. 


Upon the death of H, one-half of the 
community was includible in his gross 
estate. At the same time, W paid a gift 
tax by reason of her election to take 
under the will. Upon the death of W, 
the Commissioner contended that: that 
portion of the trust which was attribut- 
able to W’s one-half of the community 
was includible in her gross estate under 
Section 2036 of the Code. Since the 
value of W’s remainder in one-half of 


735 T.C. No. 8. 





the community at H’s death exceeded 
the value of the life interest which W 
received from H, if the case were 
viewed as a transfer with life estate re- 
tained, W’s transfer was for an ade- 
quate and full consideration in money 
or money’s worth. The Tax Court, how- 
ever, viewed the problem as a transfer 
wherein W had retained a power under 
Section 2036(a)(2) of the Code, to 
designate “who shall possess or enjoy 
the property or the income therefrom.” 
In this light, the question of considera- 
tion becomes immaterial, since W was 
holding this power at the date of her 
death.® 


In the second case® the decedent lived 
in Pennsylvania from the time of his 
marriage until he moved to California 
in 1943. In 1950, he executed a will in 
which he gave his property to W, “if 
she is living at the time of the entry of 
the Order of Final Distribution of my 
estate,” else to their children. The will 
purported to devise all of H’s separate 
property and the entire community. Un- 
der Section 201.5 of the California Pro- 
bate Code, property which would have 
been community had H and W been 
living in California is treated as belong- 
ing one-half to the decedent, and one- 
half to the surviving spouse, for pur- 
poses of descent and distribution. At 
the time of the execution of the will by 
H, W filed a waiver of her election right, 
and agreed to be bound by H’s will. 


In the estate tax return, the executor 
included the entire probate estate (com- 
posed of the community property of H 
and W, plus the Section 201.5 property 
of H and W), plus H’s one-half of the 
life insurance proceeds, and his one-half 
of some jointly owned property, which 
passed outside of the wi!l. With respect 
to the property in the probate estate, 
the executor sought a marital deduction. 
The Tax Court denied the deduction, 
since, by the terms of H’s will, W had 


been given a terminable interest. 


The estate then argued that when W 
waived her right of election at the time 
of the execution of H’s will, she ex- 
changed her rights in the community 
plus her rights in the Section 201.5 
property for a defeasible interest in the 
whoie estate. Without considering the 
effect of the election on that portion of 


8Had the power been created after 1942, the Com- 
missioner might well have argued that the whole 
trust corpus was includible in W’s gross estate on 
the theory that she had a life estate plus a general 
power of appointment under Section 2041 of the 
Internal Revenue Code. Pre-1942 general powers 
must be exercised to make the corpus of the trust 
includible in the appointor’s gross estate. 

®°Estate of Sbicca, 35 T.C. No. 14, 1960 P-H TC 
J 35.14. 











the estate which constituted community, In p 
the Tax Court held (1) that Section @ t0 1° 
201.5 did not convert the separate prop. that H 
erty of H into the community property § !#¢ ¥ 
of H and W; (2) that W’s interest jn § oe! 
Section 201.5 property is an expectancy tinctiol 
analogous to the expectancy that W had § “ales 
with respect to pre-1927 community under 
property; and (3) the inter vivos ele. dected 
tion of W was the relinquishment of g § !#!¢ 
“marital right” which, under Sec. 2043. § &!Y p 
(b) of the Internal Revenue Code, was made 
not an adequate and full ‘consideration his WI 
in money or money’s worth. The r 
This case is an illustration of bad ea 
planning, and bad decision-making. The ra ik 
first error of planning was in the draft. 
ing of H’s will. To give W a defeasible a 
estate which might be defeated upon alia, 
an administrative contingency during a $40,0 
period in excess of six months is inex. hon | 
cusable. The second error was the use claim 
of the inter vivos election. Although this B.S) 
method is popular in California, it de. § '° 
feats the flexibility of the estate plan, value 
and may have adverse tax consequences, unde: 
The third error occurred after W's } ™®) 
death. In the estate tax return, the ex- half 
ecutor treated W’s one-half of the com § °°" 
munity along with W’s Section 201.5 ) "?" 
property as being includible in the gross | """ 
estate of H. Insofar as the community | i 
is concerned, no case has held that the > — 
effect of the election is to make W’s one- | whic 
half includible in H’s gross estate. The | 
dicta of the cases point the other way. a 
The decision is unfortunate insofar | gney 
as it holds that exercise of the widow's | jhe 
election does not constitute an adequate F foo 
and full consideration in money or § 4bjj 
money’s worth. Although the Tax 9 ineg 
Court’s holding is limited to the effect 9 ing 
of the election on the Section 201.5 § y , 
property, the Commissioner may well § ino 
argue that the right of election, as ap- F ing 
plied to community property, is likewise | a; 
a “marital right” under the Internal | wh; 
Revenue Code. ig 
To avoid a gift tax on W’s election, | mpg 
H should make provision for W 80 pro 
that the rights which W will surren- co, 
der to X will not exceed the rights tat 
which she will receive from H, at least © gat; 
by no more than the value of her gift Ag 
tax exemption. One solution would be | py 
for H to give W an annuity, the value © ¢, 
of which may be used to offset the value | the 
of the one-half of the community which | fe 
W surrenders. This will have the addi- © ay 
tional advantage of eliminating an es) — 
tate tax at the death of W. W will also : 


be able to take advantage of the favor- 


able income tax rules for annuities un- ¢ Int 


der Section 72. 
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In plar ving the benefits which W is 





io receive it is important to remember 
that H’s .robate estate and his tax es- 
te will .ormally not coincide. A re- 
ent case’ illustrates a number of dis- 
inctions »etween the probate and tax 
estates of H, where W elects to take 
wder the will. H provided that if W 
dected to take under the will, his es- 
tate woul’ consist of his separate prop- 


ety plus {he entire community. He then 
made some specific bequests, and gave 
his wife one-third of the residue in fee. 
The remaining two-thirds he placed in 
trust for the benefit of his children. 
After H’s death, W elected to take un- 
der the will. 


His separate property consisted, inter 
alia, of three building lots, valued at 
$40,000. Accordingly, upon W’s elec- 
tion to take under the will, the estate 
aimed a marital deduction of $13,333.- 
33, Since the value of the community in- 
terest relinquished by W exceeded the 
value of the property received from H 
under the will (i.e. one-third H’s sepa- 
rate property, and one-third of H’s one- 
half of the community), the Commis- 
sioner argued that there was no basis 
upon which the estate could claim the 
marital deduction for the separate prop- 
' erty. He based his argument on that 
, part of the Code and Regulations" 
which requires that a property interest 
passing to the surviving spouse, subject 
to an encumbrance or obligation, shall 
be valued by taking into account such 
encumbrance or obligation. In rejecting 
the Government’s contention, Judge 
Dooley stated that the encumbrance or 
obligation referred to in the statute 
means one related to the property pass- 
ing to the surviving spouse (e.g. where 
H devises a house to W, subject to a 
mortgage), and that the property pass- 
ing from W to X could not be regarded 
as an encumbrance on other property 





which she received. 


% Another particular in which there 


may be quite a difference between the 

probate estate and the tax estate is in 

connection with claims against the es- 
_ tate. Normally, community debts will be 
satisfied out of community property. 
Accordingly, fifty per cent of the com- 
, munity debts will be deductible by the 
| late. Suppose, however, T provides 
that the entire community debts shall 
_ be paid out of his community estate; 
| and if none, then out of his separate 


eS 


WStapf v. U.S., 60-2 USTC § 11,967 (D.C., N.D. 
Tex.—1960). 


Unt. Rev. Code of 1939, Sec. 812(e) (1) (E) (ii); 


5 UN- ¢ Int. Rev. Code of 1954, Sec. 2056(b) (4) (B); Reg. 


ATES 


105, See. 81.47¢(b); Reg. Sec. 20.2056 (b)-4(b). 
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estate. Will T be entitled to a deduction 
for the full amount of the claim? Judge 
Dooley reasoned that he would not, 
saying: “It will not do to say that a 
testator, at his own pleasure, may 
double the deduction by such a volun- 
tary assumption as a testamentary de- 
vice.” The court went on to say that 
the community property of both spouses 
was liable for community debts, that 
the assumption by the decedent of the 
wife’s one-half of community debts was 
not supported by an adequate and full 
consideration, and that the economic 
interest which the decedent owned im- 
mediately prior to his death which was 
transferred at his death was the net 
one-half interest, and this was not to 
be further reduced by the one-half of 
the debts chargeable against the wife’s 
interest. 


The troublesome thing about a full 
deduction for community debts is that 
we appear to be allowing a full deduc- 
tion even though only fifty per cent of 
the whole community was originally in- 
cludible in H’s gross estate for tax pur- 
poses. But suppose T, instead of pro- 
viding that community debts should be 
paid first out of his one-half of the 
community and then out of his separate 
property, had provided the reverse, viz. 
that community debts should be paid 
first out of his separate property, and 
then out of the community. While the 
case has not been decided, it would ap- 
pear that the estate would still be limited 
to deducting only fifty per cent of these 
claims.!* 


In determining the amount of the de- 
duction to H’s estate for administration 
expenses, however, the Court used a 
different approach. Since H’s separate 
property plus his one-half of the com- 
munity equalled approximately 65% of 
the total of his separate property plus 
the entire community, the Commissioner 
allowed a deduction equal to 65% of 
the administration expenses. The Court 
sustained this apportionment as “fair 
and reasonable.” 


This result was in accord with a Fifth 
Circuit case based on Texas law,!* but 
contra to several District and Tax Court 
cases based on Louisiana law,!* where 
the full administration expenses have 
been held deductible against the hus- 


129ee U. S. v. Goodyear, 99 F. 2d 523 (9th Cir. 
1938) holding “personal” debts of H to be fully de- 
ductible against the entire community. 

13Duncan v. U.S., 247 F. 2d 845 (5th Cir. 1957). 

14Vaccaro v. U. S., 55 F. Supp. 932, (E.D. La. 
1944), affirmed 149 F. 2d 1014 (5th Cir. 1945); Mc- 
Cullough v. U. S., 134 F. Supp. 673 (W.D. La. 
1955); Estate of Gannett, 24 T.C. 654 (1955); Es- 
tate of Helis, 26 T.C. 143 (1956). 


band’s one-half of the community, in- 
cludible in his gross estate. 


To summarize, in the typical situation 
where the will is drafted to put W to 
an election, and W does in fact elect to 
take under the will, there are two major 
tax consequences: 


1. W will be subject to a gift tax, 
to the extent that the value of the 
interest which she surrenders ex- 
ceeds the value of the interest which 
she received by the will. 

2. H’s gross estate for tax pur- 
poses will include his separate proper- 
ty, plus his one-half of the com- 
munity, although his probate estate, 
by reason of W’s election, may in- 
clude the entire community. 


Two major problems remain. At the 
time that W surrenders her rights in 
Blackacre, she may be deemed to have 
made a transfer in contemplation of 
death, or a transfer with life estate re- 
tained. If so, such properties would be 
included in her gross estate unless she 
can show that the transfer was for an 
adequate and full consideration in 
money or money’s worth — an excep- 
tion that recent case law seems to be 
whittling away. 


Secondly, since the surrender of W’s 
interest in Blackacre for the receipt of 
Whiteacre from H is treated as an ex- 
change for gift tax purposes, should it 
be similarly treated for purposes of in- 
come tax? 


A possible method of avoiding the 
problems here suggested would be to 
provide that in the event that W elected 
to take under the will, she would re- 
ceive an annuity of X dollars for the 
rest of her life. The advantages of this 
plan would be as follows: 


{| Only one-half of the total commun- 
ity estate would be subjected to estate | 
taxation (i.e. at H’s death). 


{| By setting the amount of the an- 
nual payment at a figure which, when 
capitalized as of the date of H’s death, 
would approximately equal whatever 
rights W surrendered (plus the gift 
tax exemption and exclusion, if avail- 
able), the gift tax may be eliminated. 

{| W will be amply provided for dur- 
ing her lifetime. 

| W will be able to take advantage 
of the favorable income taxation of 
annuities under Section 72. 

§] There will be no estate tax at the 
death of W. 

{| The children or other beneficiaries 
of H may well be provided for by 
means of a trust, or similar device, 
which will be used to transfer the 
bulk of the family’s estate to the next 
generation. 


(To be continued in next issue.) 
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GEORGE ARENTS, one of the founders 
of American Machine and Foundry Co. 
and International Cigar Machinery Co., 
bequeathed $2 million to Syracuse Uni- 
versity to be used for the construction 
and maintenance of a new library, and 
$1 million to the New York Public 
Library. The latter bequest is directed 
to be used for the maintenance of his 
collection of published materials relat- 
ing to the tobacco industry. 

A New York City church is designated 
recipient of a $100,000 fund to be known 
as the “Organ Endowment Fund” which 
is to be administered so as to maintain 
an organ, which he had given to the 
church in memory of his wife, as “a 
modern instrument of outstanding qual- 
ity.” Other bequests include $100,000 to 
his son, $10,000 to the endowment fund 
of the Century Association, $145,000 to 
17 individuals, and $25,000 trusts for 
each of his grandchildren. Each of the 
trusts is to terminate when the benefi- 
ciliary attains age 30, and the principal 
paid over to him. The balance of the 
estate is to be held in trust for Mr. 
Arents’ son during his life, and the 
principal is to be distributed as the life 
beneficiary directs in his will. 

Two individuals and United States 
Trust Co. of New York are named as 
executors and trustees. Testator indi- 
cated that it was his desire “that not 
less than one individual shall at all 
times be in office with my corporate 
fiduciary as an executor of my will until 
administration of my estate shall have 
been substantially completed, and as a 
trustee of any trusts created” by will. 


Dr. RALPH FALK, board chairman of 
Baxter Laboratories, Inc., and a pioneer 
in the development of intravenous feed- 
ing, left an estate of over $6 million, a 
large part of it invested in Baxter stock. 
Four persons are designated to share 
$81,000 in cash bequests, and his daugh- 
ter received a nominal bequest of $100 
as Dr. Falk and his wife had already 
fully provided for her. 

Two-thirds of the residuary estate is 
to be placed in trust and the income 
used for the support, comfort and wel- 
fare of Mrs. Falk, and for the payment 
of premiums on policies of insurance on 
her life. Upon the widow’s death, the 
principal of the trust is to pass to Dr. 
Falk’s son, but if the son predeceases his 


&0 


mother, the principal is to be held in 
further trust for his son’s children and 
paid over to them in two distributions 
— one-half at age 21 and one-half at 
age 27. The remaining one-third of the 
residuary estate is also to be held in 
trust and the income paid to his son. The 
trustees are directed to invade the prin- 
cipal fund, if the son requests in writ- 
ing, in an amount not in excess in any 
one year of $5,000 or 5% of the value 
of the trust principal. 

Appointed as trustees are three indi- 
viduals, including Mrs. Falk and her 
son, and Continental Illinois National 
Bank and Trust Co. of Chicago, After 
the death of the widow, no trustee is to 
be designated to succeed any of the in- 
dividual trustees who dies or resigns. 
The widow, son and the bank are ap- 
pointed executors. 


W. R. G. BAKER, president of Syracuse 
University Research Corp. and a leader 
in development of radio and television 
while with General Electric Co., left his 
tangible personal property to his widow 
and poured the balance of his estate over 
to trusts under an agreement created 
during his lifetime. Lincoln National 





Bank and Trust Co. of Central Ney 
York, Syracuse is executor and trustee, 


Other recent appointments: 


CLINTON J. ALLEN, board chairman y 
Aetna Fire Insurance Co.: Connectigy 
Bank & Trust Co., Hartford, executor, 

MarTIN D. WHITAKER, president ¢ 
Lehigh University and a leading nuecleg 
physicist: Union Bank and Trust Cp. 
Bethlehem, Pa., co-executor. 


A A A 
PRIEST BEQUEATHS $90,003 To U.S. 


The late Msgr. Michael J. Macken 
who died in 1958 at the age of 82, wa 
an enthusiastic patriot and proud of hj 
American citizenship. He left the bul 
of his estate — estimated at abou 
$90,000 after taxes and settlement costs 
to the Federal government “in gratefy/ 
acknowledgement of the opportunity t 
prosper both spiritually and materially 
which this great country has afforded 
me and the members of my religion and 
nationality.” 

Msgr. Macken, who was _ born ip 
County Mayo, Ireland, was a secular 
priest in Pennsylvania and not bound by 
a vow of poverty. According to his at. 
torney and executor, the monsignor was 
a shrewd investor. He wrote a will in 
1942 bequeathing his estate to the gov. 
ernment and made a new will in 1951 
with only minor changes. 


A A A ; 

SPOUSE’S SHARE RAISED IN ONTARIO § 
By virtue of amendments to the On 
tario Devolution of Estates Act, which) 
became effective on January 1, the 
preferential share of a surviving spous! 
in the estate of an intestate has been 
increased from $5,000 to $20,000. 
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Wood cut by W. A. Rogers. 
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By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 








Books 


Fraud on the Widow’s Share 


Ww. D. MACDONALD. University of Michigan 

Law School, Ann Arbor (477 pp.; $15.00). 

The statutes that afford a widow an 
election to take against her husband’s 
will have generally failed to provide 
her protection against her husband’s 
lifetime gifts. The problem has been ag- 
gravated with the increased use of the 
intervivos trust and the high rate of 
divorcee and remarriage. On the other 
side of the coin, the statutes providing 
for the election are insensitive to family 
daims and frequently grant protection 
to the widow when none is needed. 

The author’s study indicates that the 
courts have had difficulty applying the 
doctrine in regard to the intervivos trust 
and their decisions have frequently pro- 
duced unsatisfactory results. Thus, he 
presents a strong case for improved 
legislation. His thesis is that the statu- 
tory share doctrine should be replaced 
with legislation similar to Britain’s fam- 
ily maintenance statute, but reinforced 
with anti-evasion provisions. 

The value of this work is enhanced by 
the author’s “Model Decedent’s Family 
Maintenance Act” and a number of 
tables of cases. The general practitioner 
will be interested in the latter as these 
tables list cases according to the subject 
with which they deal, e.g., cases that 
show the proximity of the date of trans- 
fer to the date of death, and cases that 


show relationship of the donee to the 
decedent. 


The Estate Tax 


JAMES B. LEWIS. Practising Law Institute, 20 
Vesey St., New York 7 (253 pp.; $3.50). 


This compendium of Federal estate tax 
law, practice and procedure has been 
revised and includes the latest develop- 
ments through August, 1960. An out- 
line of its contents — composition of the 
gross estate, deductions from the taxable 
estate, tax credits, procedure, and estates 
of nonresident aliens — indicates the 
broad scope of the subject material, and 
its detailed annotations and its analytical 
amination of the topic are indicative 
of its scholarly composition. 

In addition to its analysis of the law 
and its study of procedure under the law, 
the practicality of this handbook is en- 


> Mneed by discussion of problem areas 


) frequently encountered, such as ineffec- 


Archie tive lifetime transfers, property settle- 


* ments concomitant to separation and 
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divorce, and the use of life insurance in 
compensation plans for executives. The 
author has included in the appendices 
a discussion of the preparation of estate 
tax returns and supporting documents 
and a filled-in specimen estate tax re- 
turn. 

Like other P.L.I. publications, this 
work is indispensable as an instrument 
of learning for the newly admitted at- 
torney, and indispensable as a means of 
review and as a reference tool for the 
accomplished practitioner. 


Your Income Tax 


J. K. Lasser Tax Institute. Simon and Schuster, 
630 Fifth Ave., New York 20 (220 pp.; $1.95). 


There is little that can be said con- 
cerning this handbook that is not already 
generally known. In its 24th year of 
publication, more than 10 million copies 
have been purchased by tax practitioners 
and laymen alike. The authors state that 
this work is “published in recognition of 
the great need for a clarification of the 
income tax laws for the millions of men 
and women who must make out returns.” 
It can readily be said that this publica- 
tion has gone a long way in fulfilling 
this need. 

For the uninitiated, the contents of 
this handbook can be briefly summarized 
by stating that it sets forth detailed ex- 
planations and materials necessary for 
completion of IRS form 1040 and ac- 
companying schedules, and presents a 
check list on ways to reduce the tax and 
discussions of tax saving ideas and year- 
end tax planning. 


Surrogate’s Court Act — Decedent 

Estate Law 

Edited by MICHAEL F. FRIEDMAN. Eagle 

Library, Inc., 129 Pierrepont St., Brooklyn 1 

(118 pp.; $3.00). 

By placing New York’s Surrogate’s 
Court Act and the Decedent Estate Law 
under one cover, the publishers offer a 
handy work for those who daily labor 
in this area. Both statutes are presented 
in their entirety with recent amend- 
ments, including those enacted by the 
legislature in 1960, placed at the end of 
the work. Last year’s legislative action 
includes amendment to section 180 of 
the Surrogate’s Court Act, which desig- 
nates the qualifications of a guardian of 
property, and the addition of section 135 
to the Decedent Estate Law. The latter 
section authorizes application by an ad- 
ministrator or executor for a compro- 
mise of an action for wrongful death, 
negligence or default causing death of 
a decedent. 


Laugh With Your Investments 
REGINA BARNES, editor. 
$2.95). 


The light side of investment in its 
manifold manifestations is found in this 
salvo of cartoons from widely selected 





Argonaut Books, 
Inc., Larchmont, N. Y. (133 cartoons, 96 pps.; 


sources, starting with a statue of George 
Washington goggling wide-eyed at a 
ticker tape and closing with a bare-foot 
religious fanatic at the corner of Wall 
St. bearing a banner saying “Sell all 
thou hast.” Another demonstration of 
the truth of the saying about pictures 
and words, together with some pithy 
barbs about money and its foibles! 
T.L.F. 


Money, Money, Money—Wall St. in 
Words and Pictures 
RALPH G. MARTIN and MORTON D. 


STONE. Rand McNally & Co., Chicago 80, Iil. 
(224 pps.; $7.50). 


This is an excellently selected and 
beautifully produced pictorial story of 
Wall Street and its environs, with action 
pictures of the people who compose it, 
giving it a special aura of reality. While 
it is probably true that nobody has yet 
told the entire story visually or verbally, 
this handsome volume gives off a sense 
of immediacy unlike most photographs 
with accompanying text which tend to 
be merely static. As always, some ele- 
ments may feel slighted at their non- 
inclusion but one can’t put the whole 
Street within the covers of one book. 

T.L.F. 


How to Make Money in Florida Real 
Estate 


Editors of Florida Business Letter. Prentice-Hall, 
Inc., New York City (214 pp.; $12.50). 


This comprehensive and authoritative 
guide to the factors which affect all 
classes of Florida real estate is based 
upon studies by the First Research Cor- 
poration of Miami, widely known’ since 
1950 for its management consultant 
services. With no profit motivation or 
interest in Florida real estate, the con- 
clusion is that, with a possible exception 
of Alaska, no state has greater growth 
potential. 

There are always, however, pitfalls for 
the uninformed and this book sets forth 
in detail guidelines to the various types 
of real estate, from raw acreage through 
industrial properties, retail stores and 
offices, hotels and motels, apartments 
and land development. A valuable feature 
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is an appendix containing a list of pub- 
lications about the state, also a list of 
state agencies and trade associations 
from which information is available. 

Ti. 


What the Investor Should Know 
About Corporate Financial State- 
ments 
JOHN N. MYER. American Education Council, 
Larchmont, N. Y.; 51 pp. plus appendix (paper). 
Corporation financial statements are 

full of invaluable information which is 

all too often meaningless to recipients. 

In this non-technical presentation of the 

main highlights and their meaning, Mr. 

Myer not alone explains the balance 

sheet items but analyzes earnings and 

financial position, both for industrial 
companies and for railroads, utilities 

and banks. There are also appended 10-K 

schedules of seven companies as filed 

with the SEC which present much valu- 
able background information. 
TLE. 


ARTICLES 


Future Interest Reform 


OLIN L. BROWDER, Jr. New York University 
Law Review, Nov., 1960 (Washington Square 
South, New York 3; $2.00). 


The Review, in response to current in- 
terest in the United States, has spon- 
sored a symposium on the reform of the 
law of real property, and this article con- 
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tributes to the symposium a study of 
the present status and suggested changes 
in the law of future interests. The 
author admits that the present state 
of the law of future interests leaves 
much to be desired but insists it ‘needs 
more to be rescued than reformed.” His 
thesis is that if there is to be efficient 
management of family estates it must 
be done with the tools at hand, but he 
recognizes that the tools may need 
modernization, and to that effect, he sug- 
gests legislative remedial action. 


Joint Tenancy for Washington? 


HARRY M. CROSS. Washington Law Review, 
Summer, 1960 (Univ. of Washington, Seattle 5; 
$1.20). 

“Stop Probate with 208” was the 
slogan and main argument advanced by 
the sponsors and backers of Initiative 
208 which proposed to make joint ten- 
ancy ownership available to the resi- 
dents of Washington. The author, in this 
article, adds his dissident voice to the 
legal community’s opposition to the in- 
tended change in the law. He examines 
the joint tenancy concept and indicates 
some of the unintended consequences that 
may follow “an uninformed use of the 
device” and concludes that the purpose 
of the proposal would not be achieved 
and a “sizeable net disadvantage to the 
residents of Washington would result.” 
Despite this warning, the Initiative was 
adopted by the electorate this past 
November. 


Foreign Accumulation Trusts 


STEVEN A. WINKELMAN. Tax Counselor’s 

Quarterly, Sept. 1960 (165 N. Archer Ave., 

Mundelein, Ill.; annual subscription $15). 

“The trust concept can now be ex- 
tended to the foreign field and if the 
basic principles to be stressed in this 
paper are rigidly adhered to, the benefits 
to be derived will even surpass those 
inherent in the domestic trusts.” Thus 
the author sets the stage for exploring 
a new idea in foreign tax planning — 
the foreign accumulation trust. How and 
where to establish a foreign trust is dis- 
cussed at the outset of the paper, fol- 
lowed by a study of the effect of tax 
treaties, foreign taxes and the foreign 
tax credit, and a discussion of the use 
of foreign accumulation trusts in the 
Bahamas and other areas of tax oppor- 
tunity. 


How to Dispose of Insurance Owned 
by Wife on Life of Husband 
ROBERT S. DUNN. Illinois Bar Journal, Nov., 
1960 (424 S. Second St., Springfield; $1.00). 
The elimination of the premium pay- 

ment test from the 1954 Code has ef- 

fected an increase in third party owner- 
ship of life insurance. However, estate 
planning literature has not kept apace 
of this widening trend, and therefore it 
is the author’s purpose to help fill the 
gap in this area by outlining some of 


the problems that are frequently encoun. 
tered, and more particularly, to focys 
attention on the problems of wife-owneq 
insurance on the life of her husband, 


affect 

person 
author 
bate ¢ 





The article presents workable ways of 
using third party owned insurance anq 
ways to meet possible contingencies, with 
special emphasis on the difficulties yo. 
sulting from the decease of the wife 
prior to her husband. 


Joint Tenancy Property and Estate 

Planning 

HENRY R. BARBER and BERNARD G, §. 

GATTO. Tax Counselor’s Quarterly, Sept., 1969 

(165 N. Archer Ave., Mundelein, IIl.; annual 

subscription, $15.00). 

The recent increase in ownership of 
property in joint tenancy, by spouses 
and other members of the family group, 
has necessitated a more penetrating un- 
derstanding of this mode of property 
ownership on the part of the general 
practitioner. This article is devoted to 
a study of the four steps counsel should 
pursue in planning a client’s estate 
where the greater parts of the assets 
are held in joint tenancy: 1) examina- 
tion of the documents evidencing title 


to the assets; 2) determination of sur- | 


vivor rights in the specific assets in the 
estate; 3) advisability as to severance 
of the joint estate; and 4) preparation 
of the will. 


What You Should Know About Wills 


& 
ROUL TUNLEY. Saturday Evening Post, Dec. 


3, 1960. 


After reading this article, if you do 
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not have a will, you probably will soon | me 


be in your attorney’s office to rectify the 
situation. The author admits that he 
has “managed to frighten quite a few 
young healthy neighbors into having 
wills drafted for them,” and in this arti- 
cle, he presents a strong case for even 


the poorest to die testate. He relates a’ 
number of instances where unintended 
and unfortunate, some bordering on the 
tragic, circumstances have resulted from 
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the death of a family member without a R 
will or with a defectively drafted will.) 
In conjunction with his arguments in ay 


favor of dying testate, the author also 
discusses the need for periodic review 


men 
> as t 





of the provisions of a will and points out® Ste: 
the occurence of events that demand ex- dec] 


ecution of a new will. 


that 


, . | ruli 
Conflict of Laws and Administration | j9;, 


of Decedent’s Personal Property 


\ of t 


EDWARD S. STIMSON. Virginia Law Review, | dem 


Nov., 1960 (Charlottesville; $2.00). 


| atin 


In the réalm of conflict of laws, the) divi 
domicile theory embodies the concept of } and 


a single estate which is subject onl 


yg ay 


to the laws of the state of the decedent's | 

domicile, The situs theory conceives of #1 
multiple estates subject to the laws of 
each state where personal property of 


the decedent is located. It is the author 


ie 


purpose in this article to examine the 
conflict between these theories as thes) the 
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affect the ‘dministration of a decedent’s 
_ ersonal _ voperty. In this regard, the 
ned at an iyzes the jurisdiction of pro- 
and, ‘ae cour: , the title of an executor or 
he gdministr: ‘oY, and the laws governing 
es a ereditor’s iaims, inheritance and estate 
vith taxation, testate succession and the 
vif, J wlidity of wills. 
Mental Incompetence as it Affects 
tate Wills aid Contracts 
HARRY “i. SAWYER, Jr. University of Flor- 
ida Law Review, Fall, 1960 (Gainesville; $1.25). 
1960 The degree of mental competence re- 
nnual quired for the valid execution of a will 
or contract appears to depend more on 
P of F the particular facts facing the court 
uses § than any fixed rule or formula. It is the 
‘oup, purpose of this note to review some of 
UN- § the cases in this area in order to give 
erty § ihe reader a greater insight into the 
eral problem and an indication as to what 
d to} wurts in the past have considered deter- 
cee minative. 
state 
ssets | Contemporary Estate Planning for 
nina- Corporate Executive 
title JOHN R. LINDQUIST. Taxes, Dec., 1960 
sur- (4025 W. Peterson Ave., Chicago 46; $1.00). 
fs In this era of specialization, it is con- 
ation ceivable that there may soon exist a 
specialized field of estate planning deal- 
\ ing entirely with problems peculiar to 
Wills i corporate executives. The nature of the 
. * assets of the typical executive and the 





"i particularized tax treatment applicable 
to those assets demand special knowledge 








po ‘ and skill of the estate planner. Some of 
y the & the problems indigenous to this area and 
t he f possible solutions are the subject of this 
y~ i study, and the author’s mode of presenta- 
aving | tin is by way of hypothetical situations 
anti. that illustrate the questions confronting 
oni the estate planner and various ap- 
paige proaches to their resolution. 
ended & .. : 
a» ie Pitfalls and Traps in Stock-Redemp- 
from) ton Agreements 
out a RICHARD L. GREENE. Taxes, Dec., 1960 
will, (4025 W. Peterson Ave., Chicago 46; $1.00). 
its in} “Most of the stock-purchase agree- 
r also} ments now in effect should be destroyed” 
‘evieW) as they are “as obsolete as the Stanley 
ts out Steamer.” The author’s basis for this 
nd ex- | declaration is conceived in the tax traps 
| that have emerged from court decisions, 
wit rulings and a maze of provisions in the 
wer | 1954 Code. The author examines some 


j of these traps — such as section 303 re- 
Review, | demptions, mandatory redemptions gener- 

) ating dividend taxes, and constructive 
rs, the | dividends to surviving stockholders — 
ept of j and indicates their origin and suggests 
t only | Ways in which they may be avoided. 
adent’s + 
ves of Proposed Changes in New York Stat- 
ws of Utes on Accumulations 


ay of 

rty O| ROBERT S. PASLEY. Cornell Law Quarterly, 
uthor’s) Fall, 1960 (Ithaca, N. Y.). 

ne the 


s theyt In a prior article in this law review, 
; g the author reviewed the 1960 amend- 
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ments to the New York statutes on per- 
petuities and powers of appointment 
which were enacted on the recommenda- 
tion of the Law Revision Commission. 
Subject of this article are the recom- 
mendations of the Commission relating 
to accumulations that were not enacted 
by the legislature, and other matters 
concerning accumulations upon which 
the Commission made no recommenda- 
tions. Following a brief discussion of 
accumulations for pension funds and in- 
surance trusts and disposition of income 
absent a valid direction to accumulate, 
the bulk of the article is devoted to an 
analysis of the exemptions relating to 
accumulations for the benefit of charity. 


Trusts and Succession in Missouri 


WILLIAM F. FRATCHER. Missouri Law Re- 
view, Nov., 1960 (Columbia; $1.00). 


This issue of the Missouri Law Re- 
view is devoted to a discussion of recent 
Missouri court decisions, and this article 
reviews cases dealing with trust and 
succession matter which are reported in 
volumes 323-333 SW2d. The cases re- 
viewed cover a variety of areas includ- 
ing marital rights, contracts to make 
wills, termination of trusts, trust ad- 
ministration, validity of wills, and re- 
sulting and constructive trusts. 


Tax Status of Executive’s Fringe 
Benefits 


WILLIAM H. HOFFMAN. Journal of the Amer- 
ican Society of Chartered Life Underwriters, 
Winter, 1961 (3924 Walnut St., Philadelphia 4; 
$1.50). 

The intention of the author is to pro- 
vide anyone called upon to render ad- 
vice concerning corporate compensation 
with an awareness of the consequences 
of indirect executive compensation. The 
article reviews tax aspects of certain 
fringe benefits — medical, group insur- 
ance, recreational facilities, food and 
lodging, transportation, moving’ ex- 
penses, loans, and death gratuities — 
which are generally available to cor- 
porate executives. The discussion has 
been limited to those fringe benefits the 
cost of which is generally deductible by 
the employer and not taxable to the em- 
ployee. 


Measuring Lives Under Pennsylvania 
Statutory Rule Against Perpetuities 
FRANK L. JONES, University of Pennsylvania 
Law Review, November, 1960 (3400 Chestnut 
St., Philadelphia 4; $1.75). 

The author suggests that the Pennsyl- 
vania Estates Act of 1947 which em- 
bodies the “wait-and-see” doctrine, may 
be unconstitutional because of its vague- 
ness. Its lack of clarity lies in the diffi- 
culty in determining which lives are the 
measuring lives. This article is devoted 
to the study of the measuring lives 
problem under the common law and the 
Pennsylvania statute and consideration 
of other approaches to the problem. The 
author concludes with a warning to 


Pennsylvania practitioners concerned 
with estate planning to adhere to the 
requirements of the common-law Rule 
against Perpetuities — it may be back. 


Taxation of Private Annuities 


PAUL A. WALLACE, Jr., Boston University 
Law Review, Summer, 1960 (11 Ashburton 
Place, Boston; $1.25). 

As defined by the author, the private 
annuity is a transfer of property to a 
person not regularly engaged in writing 
annuities in consideration of periodic 
payments to the transferor. Since the 
property transferred is usually other 
than cash, the transaction involves not 
only the purchase of an annuity, but the 
sale or exchange of property. The pur- 
pose of this article is to demonstrate the 
manifold uses of the private annuity and 
to consider some of the tax problems 
that may occur in its use. Tax problems 
are examined from the aspect of the 
transferor—taxation of gain or loss upon 
the transfer and taxation of payments 
received by the transferor — and from 
the aspect of the transferee, Other prob- 
lems often encountered and discussed 
here are incomplete transfers, gratuitous 
transfers, and the problem of valuation. 

V VV 
® Homer Hilton. Jr., vice president and 
trust officer of Union National Bank, 
Marquette, has been elected secretary of 
the Probate and Trust Law Section of 
the State Bar of Michigan. 
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ESTATE TAX 


Spouse’s interest as life tenant with 
right to use qualifies for marital deduc- 
tion. Decedent left residuary estate to 
wife for life with “right to use any part 
of principal.” In proceeding to construe 
will, state court held that interest be- 
queathed to wife was, in effect, life use 
of residuary estate with unlimited right 
to consume any or all of principal. Com- 
missioner disallowed marital deduction 
with respect to interest on ground that 
power possessed by wife was at best 
power to use and consume principal for 
her own benefit, and that she could not 
appoint unconsumed principal to herself 
or dispose of it to others of her choos- 
ing. Estate sued for refund. 


HELD: For estate. Court interpreted 
Congressional intendment by referring 
to example in House Report on Technical 
Amendments Act of 1958 which states 
that “unrestricted right, in her sole dis- 
cretion, to invade and use the property 
generally for her comfort, happiness and 
well being” qualifies interest for marital 
deduction. In instant case, wife had un- 
limited right to consume any and all 
principal and such power was at least as 
broad as that cited in example. Lincoln 
Rochester Tr. Co., Admr. v. U. S., D.C. 
W.D. N. Y., Oct 18, 1960. 


Widow’s maintenance allowance quali- 
fies for marital] deduction. Surviving 
spouse made application to state probate 
court for year’s support from her hus- 
band’s estate. Under Georgia law, after 
award is made and property set aside, 
title vests absolutely in widow. However, 
such right does not arise if wife should 
die or remarry prior to filing application 
for support. Commissioner disallowed 
year’s support as part of marital deduc- 
tion, on ground that interest was term- 
inable. Estate sued for refund. 

HELD: For estate. Provision dealing 
with widow’s right to file application is 
in nature of statute of limitations and 
has no substantive effect on widow’s in- 
terest in property which passes to her 
from decedent. Accordingly, it is not 
terminable and qualifies: for marital de- 
duction. First National Bk. and Tr. Co., 
v. U. S., D.C.S.D. Ga., Nov. 3, 1960. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


Jointly held property includible in es- 
tate. At date of death, decedent and his 
son were joint owners of five certificates 
of deposit, four Government bonds, and 
six savings and loan accounts. In ab- 
sence of proof that son had contributed 
to purchase of jointly-held property, 
Commissioner included full amount of 
jointly owned property in estate. 


HELD: For Commissioner. Jointly 
held property is includible in full in de- 
cedent’s estate in absence of proof that 
surviving joint tenant contributed to 
original purchase of property. Where 
surviving joint tenant contributed to 
purchase, such proportionate amount of 
value is excludable from estate. Est. of 
P. S. Brown, et al., v. Comm., T.C. Memo 
1960-265, Dec. 9, 1960. 


Transfer not made in contemplation of 
death. Some fourteen months prior to 
his death, decedent who was 73, gave 360 
acres of farm property to his son. Five 
years earlier, he had suffered a stroke, 
but had recovered sufficiently to be able 
to drive his automobile daily, to make 
yearly auto trip from Iowa to California, 
and to make visits to his farms. Farm 
was in run-down condition and it was 
decedent’s wish that his son would im- 
prove it. Moreover, decedent was desir- 
ous of effectuating income tax savings. 
Commissioner held transfer was made 
in contemplation of death, and included 
value thereof in decedent’s estate. 

HELD: For estate. Decedent’s health 
was good for man of his years at time 
of death. Motives for transfer were asso- 
ciated with lifetime objectives and desire 
to have family members enjoy and im- 
prove property. Transfer was not made 
in contemplation of death. Est. of P.'S. 
Brown, et al., v. Comm., supra. 


GIFT TAX 


Gifts of trust obligations entitled to 
annual exclusion. Donor had followed 
practice of making substantial gifts to 
members of his family. He created 
spendthrift trust and conveyed to trus- 
tees certain improved real estate. Regu- 
larly each year from 1935-1942 he then 
transferred to family members 30 trust 
certificates of indebtedness. Obligations 




















bore interest at six per cent, but princi- 
pal was payable only upon termination 
of trust. Certificates could be transferred 
only upon written consent of donor as 
trustee. In state court decree, obtained 
after donor’s death, it was held that 
donees were not beneficiaries but credi- 
tors of trust and certificates represented 
valid enforceable obligations of trust, 
Commissioner disallowed annual exclu- 
sions claimed against gifts of certifi- 
cates. Tax Court upheld Commissioner, 
Estate appealed. 


HELD: Tax Court reversed. Legal 
rights of holders are to be determined 
under state law. Since state court had 
found that gifts of certificates were out- 
right gifts and not gifts in trust, trans- 
fers were present interests and not fu- 
ture interests, and they qualify for an- 


nual exclusions. D. W. Vose, Exr. 2 


Comm., 1st Cir., Dec. 1, 1960. 


INCOME TAX 


Estate kept open for income tax pur- | 
poses pending settlement of claim for | 
refund. Taxpayer was sole beneficiary of 7 


her husband’s estate. Prior to her hus- 


band’s death, in 1953, she owned certain | 
income-producing properties of her own 
and others in joint tenancy with her 
husband. Certain income-producing as- 
sets had been in her husband’s name 
alone. As executrix of his estate, she 
filed estate tax return and paid tax on 
this latter income for 1956 and 1957, and 
reported her own income and _jointly-7 


held property income in her separates 


return. By end of 1955, both Federal” 
estate and state inheritance taxes had 
been settled, and all claims against es- — 
tate had been paid, except joint claim 
of estate and taxpayer for refund of 
1955 taxes. This claim was not settled 
until 1958. Commissioner determined 
that income on decedent’s assets for 
1956 and 1957 was chargeable to tax- 
payer since estate administration was- 
unduly prolonged and income had been: 
commingled with taxpayer’s and was, in 
fact, distributed to her. 
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HELD: For taxpayer. Jury found that’ 
executrix had acted with reasonable dili- 
gence and prudence in keeping husband’s 
estate open pending refund claim. Mc- 
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cquuey v. U. S., D.C.E.D. Ark., Oct. 28, 
1960. 


Charitable deduction for contribution 
to trust. Taxpayer created trust for 
charitable purposes, naming himself as 
trustee and his wife as successor trustee. 
Trust was irrevocable. Although man- 
agement of trust was in taxpayer’s dis- 
wetion, taxpayer retained no powers to 
ater or change trust instrument. If in- 
«me was accumulated for more than 
three years, written notice had to be 
given to Ohio Attorney General and in- 
tended beneficiary must be named. In- 
come Was so accumulated, but notice was 
not given. Application for exempt status 
was not applied for and not obtained. 
Commissioner disallowed as charitable 
deduction amounts contributed to trust. 
Several days before commencement of 
trial in Tax Court, trust made its first 
contribution of $10,000 to perpetual col- 
lege scholarship fund. 

HELD: Charitable deduction allowed. 
Accumulation of income was for chari- 
table purposes. Failure of trust to get 
tax exempt status was not determinative 
of deductibility. Fact that trust was 
“feeder” trust did not affect deducti- 
bility. Controlling factors were that tax- 
payer could not receive any benefit from 
trust and accumulation of income was 
slely for charitable purposes. E. R. 
Miller v. Comm., T.C. Memo 1960-267, 
Dec. 12, 1960. 


Tax lien attaches to net cash value of 


| life insurance policy. Prior to death, de- 


cedent taxpayer was liable for income 
tax deficiencies. Tax liens were filed. Es- 
tate was insolvent and Commissioner 
brought action to enforce liens against 
cash surrender values of policies. Before 
liens had been filed, taxpayer had bor- 
rowed substantially all of value of poli- 
cies. Commissioner sought to enforce 
lin against full cash surrender value. 
HELD: For taxpayer. Federal lien 
statute creates no property rights but 
attaches consequences to rights created 
under state law. Under Tennessee law, 
when loan was made, it reduced cash 
surrender value. Since net value is 
amount of taxpayer’s rights to property, 
lien can only attach to this value. U. S. 
v, Pilley, D.C.W.D. Tenn., Oct. 27, 1960. 


Tax lien does not attach to renounced 
legacy. On various dates during 1958, 
last being October 29, assessments of in- 
come taxes were made against taxpayer. 
On October 15, 1958, taxpayer’s mother 
died and on October 30th, he filed with 
Probate Court renunciation of his legacy 
Under will. One of his motives for such 
action was to prevent Government from 
satisfying its lien. 

HELD: Lien does not attach. Court 
must look to state law to determine to 
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What extent taxpayer had property or 
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rights to property to which lien would 
attach. Under local law renunciation was 
valid and taxpayer possessed no prop- 
erty rights in legacy. What taxpayer did 
does not constitute fraud since he made 
no false representation upon which Com- 
missioner relied to his detriment. Re- 
nunciation cannot, therefore, be voided. 
U. S. v. MeCrackin, et al., D.C.S.D. Ohio, 
Nov. 7, 1960. 


Contributions to non-exempt employ- 
ees’ trust not taxable to employee if in- 
terest forfeitable. Local union made con- 
tribution to retirement and pension trust 
for taxpayer, its business agent. Upon 
retirement, he would receive $300 per 
month for life, and in case of death 
prior to retirement, his widow would: 
receive $300 per month until his children 
attained 18, at which time trust would 
terminate and remaining principal would 
revert to local union. Trust would also 
terminate if any of following conditions 
occurred: (1) taxpayer died leaving wi- 
dow but no children in which event she 
would receive lump sum payment of 
$3,600, (2) no widow or children under 
18 survived, or (3) children survived but 
did not reach 18. No annuity payments 
whatsoever were payable until trustee 
was notified in writing that taxpayer 
had retired. Commissioner included com- 
pany contribution in taxpayer’s income 
in year when made. 

HELD: For taxpayer. Taxpayer’s ben- 
eficial interest in trust during years in 
issue were forfeitable and, therefore, not 
includible in his income. Under national 
union’s constitution, his probable retire- 
ment date would have been May 26, 1959, 
and this had not occurred. Prior to such 
date, he had no vested right in trust. 
S. J. Coppola, et al. v. Comm., 35 T.C. 
No. 48, Dec. 9, 1960. 


REVENUE RULINGS 


Income Tax: Transfers to tax-exempt 
organization in trust with obligation to 
sell by trust result in gain to donor. Tax- 
payer transferred appreciated securities 
to tax-exempt organization, as trustee. 
Under trust instrument organization was 
obligated to sell appreciated securities 
and invest proceeds in tax-exempt se- 
curities or exchange property for tax- 
exempt securities. Net income of trust 
is payable to grantor for life, and then 
to secondary beneficiary for life, with 
remainder to tax-exempt organization. 

Service rules that gain from sale or 
exchanges of transferred property by 
trustee is includible in gross income of 
transferor. Since trustee was under ex- 
press obligation to sell or exchange, in 
substance transferor gave trustee pro- 
ceeds of sale or exchange rather than 
appreciated property. Rev. Rul. 60-370, 
I.R.B. 1960-49, p. 15. 


Estate Tax: Contributions to college 
fraternity housing may qualify for de- 


duction. Housing for students at X col- 
lege has been provided either through 
college-owned domitories or by fraterni- 
ties. Fraternities have encountered in- 
creasing difficulty in properly maintain- 
ing their houses and in replacing inade- 
quate facilities. Recognizing this prob- 
lem, college trustees have adopted offi- 
cial program of improving and providing 
proper housing for all fraternity mem- 
bers as part of overall college function. 
Number of prospective donors have in- 
dicated interest in making gifts to col- 
lege for these purposes. 

Service rules that contributions are 
deductible as charitable contributions for 
estate and gift tax purposes provided 
terms of acceptance are clear that: (1) 
college must have attributes of owner- 
ship and should be free to use property 
acquired with gift as its future policy 
suggests or requires; (2) no part of gift 
will be spent on improvements owned by 
anyone other than college; (3) leases will 
be for short terms and rentals will be 
comparable to charges for independent 
domitories. Rev. Rul. 60-367, I.R.B. 1960- 
49, p. 11. 


A AA 


e On January 10 Herman Stuetzer, Bos- 
ton accountant and tax specialist, spoke 
to the local Corporate Fiduciaries Asso- 
ciation on “Valuation of Stock of a 
Closely-held Corporation. 
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DISTRIBUTION — Proceeds Payable 
Under Stock Purchase Agreement 
Pass to Specific Legatee of Stock 


New York—Supreme Court, Queens County 
Blass v. Sperling Pork Store, Inc., 205 N.Y.S. 
2d 604. 

The testator was a_ stockholder of 
Sperling Pork Store, Inc. In 1953 she 
made an agreement with other stock- 
holders, including Leo and Bernard, pro- 
viding that on her death the other stock- 
holders would have the option of pur- 
chasing the testator’s stock, pro rata, at 
a stated price. The testator made her 
will in 1959 and specifically beqeathed 
her shares to Leo and Bernard. 

On the testator’s death, the other 
stockholders (including Leo and Ber- 
nard) exercised the options to purchase 
the testator’s shares. Thereafter Leo and 
Bernard purchased the interests of the 
other stockholders, thus becoming the 
only stockholders. In an action for a 
declaratory judgment, the plaintiff-exec- 
utors contend that the purchase price 
paid on the exercise of the option should 
_ pass to the residuary legatee. 

HELD: At the testator’s death, Leo 
and Bernard were specific legatees of the 
stock. The exercise of the options to pur- 
chase altered the legacies to cash be- 
quests, but did not revoke the bequests. 
When Leo and Bernard exercised their 
options to purchase they did not re- 
nounce their legacies. Accordingly, Leo 
and Bernard, as specific legatees, are en- 
titled to the proceeds from the sale of 
the testator’s stock. This is not an in- 
equitable result, because if Leo and Ber- 
nard had not exercised the options, they 
would have retained the price paid for 
the testator’s stock and would have re- 
ceived the stock as specific legatees. (cf. 
Maiter of Bracalello, 99 TRUSTS AND 
ESTATES 1115.) 


PoweErRs — Limitations — Trustee’s 
Determination of Income and Prin- 
cipal Upheld by Court 


California—District Court of Appeal 
Estate of Bixby, 186 A.C.A. 226 (Nov. 7. 1960). 


The trustee of the testamentary trust 
was given power, among other things, 
to determine principal and income mat- 
ters. The trustee’s first account after 
distribution of the estate to it showed 
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that the trustee had allocated to princi- 
pal 274%2% of oil royalties received. The 
Superior Court approved the account. 


HELD: Affirmed. The determination 
of what is income and what is principal 
is not for the court but for the trustee. 
As long as the trustee acted in good 
faith and in the light of its best judg- 
ment, its decision would not be disturbed, 
although reaching a conclusion other 
than the one which the trial court would 
have reached. 

The trustee’s action in retaining a 
large holding of shares of stock in a 
ranch company was also approved under 
a discretionary power in the will to hold 
property constituting part of the trust 
estate so long as the trustee deemed it 
advisable to do so. On this point the 
court was somewhat influenced by the 
fact that the complaining beneficiary had 
owned during the same period a much 
larger holding of stock in the same cor- 
poration, had sought to buy more but 
had never attempted to sell any. 

Denying a prayer of the beneficiary 
for removal of the trustee, the court 
points out, among other reasons for not 
granting this request, that the trustee 
was appointed not by the court but by 
the testator. 


REAL PROPERTY — Burden of Proof 
of Undue Influence on Decedent 
in Executing Conveyance 


Connecticut—Supreme Court of Errors 


Berkowitz, Administrator v. 


Conn. 474. 


Berkowitz, 147 
set aside conveyances of real estate by 
the decedent to her daughter on the 
ground of undue influence. The trial 
court found no undue influence and ren- 
dered judgment for the defendant. Plain- 
tiff appealed claiming that the defend- 
ant was a nurse and stood in a relation- 
ship of trust and confidence toward her 
mother as she was ministering to her as 
such; that this relationship raised a 
presumption of undue influence and 
placed on the defendant the burden of 
rebutting it. 

HELD: Ordinarily, the burden of 
proof on the issue of undue influence 
rests on the one alleging it. In will con- 
tests an exception arises when the de- 
fendant is a stranger, occupies a rela- 
tionship of trust and confidence, is a 


principal beneficiary and the natural ob. , 








jects of the testator’s bounty are e,.| Bs a 
cluded. In such a situation the burden lished 
of proof shifts to the defendant. Whey Josepl 
a child is the beneficiary, the burden of of ext 
proving the absence of undue influence death, 
does not shift to the child even though state 
it appears that a confidential relation. wise t 
ship existed. wise t 
TAXATION — Estate and Inheritance weit? 
— Tax on Appointed Property tevod 
Payable Out of General Estate Aj. after 
though Estate is Rendered Insuff. 16, 
cient to Pay Legacies ye : 
Massachusetts—Supreme Judicial Court ‘ a 
Whitbeck v. Aldrich, 1960 A.S. 1073; Nov. 4 
1960. ‘B® trust 
; prope 
The probate judge decreed that all ® sole | 


Federal estate taxes on the estate of the | Clare 





decedent, including the tax on trust) HE 
property under the will of her deceased | a life 
husband over which she exercised power © posse 
of appointment, were a charge on her” 
“general or probate estate,” and not al a 
charge on the trust property. The clause 5 
in the will as to taxes read as follows: q 
“All estate, inheritance, legacy, succes. © Ane 
sion or transfer taxes . . . imposed by any |) ARK 
domestic or foreign laws now or hereafter |) CAL 
in force with respect to all property tax.) COL 
able under such laws by reason of my | CON 
death whether or not such property passes | DEL 
under this will and whether such taxes be © 
payable by my estate or by any recipient | DIS’ 
of any such property, shall be paid by) FLA 
my executor out of my general estate . of GEC 
with no right of reimbursement from any © Ih 
recipient of any such property.” IND 
The decedent’s own estate was about 10¥ 
$67,000 and the appointed trust property iS KA} 
about $172,000. She disposed of her own” xR) 
estate to various legatees, including a~ LOL 
trust for an invalid sister. She appointed © MA) 
the trust property to beneficiaries who |) MA 
were included among those who would | MA 


have taken in default of appointment. 
The Federal tax on the whole property’ 
was about $39,700. The tax on her own | 
property alone would have been about 
$200. The effect of the tax clause was 
to leave her own estate insufficient to! 
pay her legacies in full. | 

The appellants contended that the de-/ p N 
cedent did not intend that the tax on the s 
trust estate should be paid out of her 
own estate, and that the tax clause be 
so limited. 

HELD: Affirmed. It would be difficult) 
to think of plainer or more inclusive” 
words to express decedent’s intent that” PE] 
all taxes payable by reason of her death ) RH 
should be paid out of her own estate. The § 80. 
fact that this construction would pre) TE. 
vent her legacies from being paid i") TR 
full did not affect the meaning of the Vo 
words she used. Ww: 


WILLs — Construction — Interests WI 
— Vested and Contingent a 
QU 
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California—District Court of Appeal 


Estate of Ferry, 185 A.C.A. 798 (Oct. 


1960). 
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ob-§ fFerry’s will gave one dollar each to 
ex- # pis three daughters and by codicil estab- 


rden § ished a trust in the residue for his son 
Then @ Joseph, to continue 20 years from date 
n of B of execution of codicil or at Joseph’s 
ence # death, whichever occurred first, the trust 
ugh B estate to go to Joseph if living, other- 
tion- § wise to his wife and issue, if any, other- 

wise to decedent’s sister Mary. The son, 

three daughters, and sister all survived 
ma decedent. Mary died in 1953, two years 
erty after decedent’s death. Joseph died in 
o 1957, leaving neither wife nor issue, but 


leaving whatever interest he had in the 
estate to Joseph and Clarence Telles. 
rt From a decree of distribution of the 
ov. 4, trust estate holding it to be intestate 
property, the two children of Mary, her 


into a fee simple on the fulfillment of a 
certain condition, namely, surviving the 
expiration of 20 years from date of the 
codicil’s execution. The gift over to wife 
and issue having failed, Mary took a fee 
simple title which passed to her heirs, 
her two children. There being a gift over 
in the case of Joseph, he did not take a 
vested interest. The absence of a gift 
over in the case of Mary strongly indi- 
cated an intent to create a vested inter- 
est in her, not subject to the condition 
of survivorship. 


WILLs — Joint — Enforceable by 
Beneficiary 


Florida—District Court of Appeal, Third District 
Ugent v. Boehmke, 123 So. 2d 387. 


Rodrich and Kathryn Boehmke, hus- 
band and wife, executed a joint and 
mutual will in 1953, which sought to dis- 
pose of certain real property held by 
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them as an estate by the entireties. The 
will was couched in contractual langu- 
age and included a prohibition against 
the making of any subsequent will or 
codicil conflicting with the disposition of 
the real property. 


Rodrich survived and attempted to 
change the terms of the joint will by a 
subsequent codicil. The beneficiary of the 
devise of the real property brought suit 
to enforce the provision of the joint will 
and was met with the contention that 
the will did not constitute a contract 
and any attempted prohibition against 
alienation was void. 


HELD: The will contained all of the 
necessary elements of a legal contract 
and constituted a bona fide, third party 
beneficiary contract, which the benefici- 
ary could enforce. 


WILLs — Probate — Instrument De- 
nied Probate Where Witnesses 
Were Not Present at Signing by 
Mark 


Pennsylvania—Supreme Court 
Torhan Will, 401 Pa. 529. 


Decedent died in 1959 leaving a will 
dated in 1954. The will was signed by 
mark and decedent’s name subscribed by 
one of the witnesses, a Notary Public 
who prepared the will. The will bore the 
signature of another subscribing wit- 
ness, a son, who testified that he was 
present when the will was executed. The 
Notary testified that the son was not 
present at execution, and another wit- 
ness testified that the son did not sub- 
scribe his name to the will until about 
a week after the execution. 


The lower court found that the dece- 
dent had not made her mark in the 
presence of two witnesses, as required 
by Section 2(2) of the Wills Act, and for 
that reason sustained the appeal from 
probate. A beneficiary under the will 
appealed. 


WILLS — Probate — Preparation by 
Associate of Lawyer-Beneficiary — 
Slight Evidence Sufficient to Shift 
Burden of Proof on Undue Influ- 
ence Issue 


Arizona—Supreme Court 
In re Pitt’s Estate, 356 P. 2d 408. 


The testatrix, an elderly widow, relied 
greatly upon her lawyer for advice and 
assistance. Her lawyer was a family 
friend of many years’ standing, who as- 
sisted her not only in handling her busi- 
ness affairs, but looked after her during 
illness, etc. At a meeting in the lawyer’s 
office, she told him she wanted to make 
a will, leaving a few specific bequests, 
and leaving the balance of her estate 
to him. The will was prepared by one 
of the lawyer’s associates and later on 
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was duly executed. A nephew contested 
the will, claiming undue influence. 


HELD: A fiduciary relationship raises 
a presumption of undue influence; how- 
ever, such a presumption completely dis- 
appears when there is any evidence, 
however slight, that no undue influence 
was exercised. This is true even though 
the jury or trial judge may disbelieve 
such evidence. It then becomes incum- 
bent upon contestant to prove undue in- 
fluence by clear and convincing evidence. 


WILLs — Probate — Witness Need 
Not Actually See Signing of Will 


New Mexico—Supreme Court 
McElhinney v. Kelly, 356 P. 2d 113. 


The testator was 72 years of age and 
a hospital patient, suffering from lung 
cancer at the time of executing his will. 
Prior to entering the hospital, he resided 
in a house owned and furnished to him 
by his sister, the contestant, who sent 
him $200 a month. The proponent was 
testator’s housekeeper, who married 
testator in the hospital on the day prior 
to the execution of the will. The wit- 
nesses to the will were all present in 
the same room at the time of signing, 
although one witness was looking out 
the window and apparently did not see 
the other witness sign. The will was 
admitted to probate. 


HELD: Affirmed. It is not necessary 
for each witness to actually see the 
other sign if they are where they could 
have seen the signing had they looked. 
Evidence that testator knew generally 
the character and extent of his estate, 
the purpose of the will, and the objects 
of his bounty was sufficient to establish 
mental capacity. Undue influence to 
make a will void must be directly con- 
nected with its execution, and evidence 
to establish it must be clear, cogent, and 
convincing. 


AAA 


LAWYERS ENDORSE COMMUNITY TRUST 


Twenty prominent New York attorneys 
have joined in sponsoring a statement 
urging use of the New York Community 
Trust as a vehicle for the management 
of charitable trust funds. 


“The history of charitable trusts high- 
lights two hazards: sub-standard fiscal 
management and lapses due to wunan- 
ticipated changes in social conditions,” 
the statement said in part. “Cy pres has 
been, on balance, salutary, but it has 
also been, on occasion, tardy, litigious, 
uncertain and expensive, and its remedy 
imperfect. For the provident effectuation 
of charitable trusts or family founda- 
tions, we invite the critical attention of 
the bar and public to the medium of the 
Community Foundation.”: 


The statement is printed with the 
names of the twenty signers, short com- 
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mentary quotes from 18 other well known 
lawyers, and a brief acceptance of the 
statement by the Community Trust as 
“a source and mandate of responsibility.” 


A A A 
$88 MILLION TRusT SuIT 


Esmond Martin’s suit against the 
Phipps family trust, demanding reim- 
bursements from the trustees totaling 
$88 million, has been described at length 
in the October and November issues of 
Fortune. 





million trust, is the grandson of Henry 
Phipps, Pittsburgh steel man and partne, 
of Andrew Carnegie. He is contending 
that individual family trustees and the 
family’s privately owned Bessemer Trust 
Co. have been guilty of gross mismap. 
agement. This has taken the form, he 
maintains, of holding investments with 
no cash dividends, selling assets to indi. 
viduals in a manner beneficial to them 
but detrimental to the trusts, and per. 
mitting loans to individuals without jp. 








terest or at excessively low inte 
, ‘ rest 
Mr. Martin, the beneficiary of a $15 rates. 
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As Continental’s 
correspondent .. . 


| 
| 
| 


you can add Chicago’s most experienced night staff 
... without adding to your payroll 


Use Continental’s Night Staff as your own. 1,000 a minute! Many checks air-mailed to us 
Our experience and capacity can make a great __ in the afternoon are available funds by the next 
difference to you and your customers. Conti- morning. Such speed is an invaluable advan- 
nental pioneered night staff operation in this tage. We'll be happy to send you the details, or 
city. Our staff now processes some 480,000 have one of our people visit with you. We’re 
cash items in a single night—an average of always at your service. STate 2-9000, Chicago. 


CONTINENTAL wationat BANK 


AND TRUST COMPANY OF CHICAGO 
Lock Box H, Chicago 90 Member F.D.1.C. 





1975 has him working overtime 


Why? Because the Connecticut General man’s business 
is the future. He’s specially trained to work with you, 


the attorney, to help your client get where he wants to 
be in, say, 1975. 


How? By a thorough analysis of your client’s assets 
today and his objectives for tomorrow. In the report the 
CG man brings you, each asset is listed and evaluated 
in terms of its long-range performance. Problems are 
pinpointed...recommended changes carefully re- 
searched. Insurance? The CG man will recommend 


it to you only if he honestly believes it is needed. 


With the groundwork done, you’ll be able more quickly 
to give your client the full benefit of your counsel. 
The over-all excellence of the CG man’s service may 
well spark a long-term association that will be profit- 
able to all concerned. 

Connecticut General Life Insurance Company, Hartford. 


Life... Accident... Health ...Group Insurance... 
Pension Plans. 


ess CONNECTICUT GENERAL 





